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LOWEST PRICES! Many standard models 
of Dodge trucks are priced lower than all other 
makes! Yet with these low prices, quality-built 
Dodge trucks are dependable as ever. 


HIGHEST POWER! Power-Dome V-8 en- 
gines, with 169 to 202 hp., are the most power- 
ful of any leading trucks. Save time, save on 
operating costs, with these short-stroke V-8’s! 
You'll save with Dodge thrifty 6’s, too! 











ih 
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THE FORWARD LOOK! Now Dodge brings 
the Forward Look to trucks. New wrap-around 
windshield (biggest of any make!) means added 
visibility and safety! More reason why you 
should look at Dodge before you buy any 
truck. Why not phone your dependable Dodge 
truck dealer, today? 
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10 BEST ANNUAL HEAT RATES 


(Plant Net Heat Rates) 
Btu per kwhr* 







Appalachian Electric Power Co. on the American Gas and 
Electric System— 

KANAWHA Two B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircula- 
tion and Divided Furnace Construction. 





Indiana and Michigan Electric Co. on the American Gas 


TANNERS CREEK and Electric System— 
Three B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircu- 


lation and Divided Furnace Construction. 


Canes ALBANY Niagara Mohawk Power Corporation. 


Public Service Co. of New Hampshire— 
SCHILLER Two B&W-built Mercury Boilers. 


DUNKIRK Niagara Mohawk Power Corporation. 


Consumers Power— 
J. R. WHITING Three B&W Radiant Reheat Boilers. 


Appalachian Electric Power Co. and The Ohio Power 
Co. on the American Gas and Electric System— 

Four B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircu- 
lation and Divided Furnace Construction. 


PHILIP SPORN 


Detroit Edison Co.— 
Four B&W Radiant Reheat Boilers with Gas Recirculation and Divided 
Furnace Construction. 


ST. CLAIR 


EASTLAKE The Cleveland Electric Illuminating Co. 


Consolidated Edison Co. of New York, Inc.— 
ASTORIA Two B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircula- 
tion and Divided Furnace Construction. 


ETT 





* Federal Power Commission figures 
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Appalachian Electric Power Company's Kanawha River Plant on the American Gas and Electric Company System. 





Headed by a record 9170 Btu per net kwhr, these ten 
plants were the most efficient central stations in the coun- 
try during 1953, the most recent year for which complete 
heat rate data are available. 


Reflecting the decision of the electric companies to utilize 
the most recent engineering advances, even during a time 
of critical capacity expansion, the outstanding perform- 
ance of these modern plants is a tribute to the foresight 
of the whole industry. It affords one more indication 
that the prime interest of this unique team of electric com- 
panies and their major suppliers lies in producing still 
lower-cost kilowatts for a still greater America. 


B&W Boilers in many of these stations are designed with 
such advances as Pressure-Firing, Cyclone Steam Separa- 
tors, Gas Recirculation and Divided Furnace Construction 
— features which have contributed substantially toward 
the outstanding efficiency levels achieved. Also, all steam 
generating units are equipped with reheaters, a develop- 
ment of major importance in improving plant efficiency. 


Pressure-Firing 


Among the many advantages of this important engineer- 
ing advance, as utilized, for example, by the Kanawha 
River units, is elimination of air infiltration to reduce 
stack loss and assure greater efficiency. Maintenance is re- 
duced and the use of forced-draft fans alone means easier 
Starting, smoother operation and simpler controls. These 
are the reasons why more than 100 Pressure-Fired B&W 
units are now in service or under construction. 


SEPTEMBER 15, 1955—PUBLIC UTILITIES FORTNIGHTLY 


Cyclone Steam Separators 


Operating inside the steam drum, these simple, stationary 
devices require no power or maintenance and do not take 
up building room. The Cyclone Separators assure positive 
natural circulation at high pressure, and with the steam 
scrubbers, make it possible to send steam of highest purity 
to the turbine. Consequently, turbine efficiency is main- 
tained and turbine outages reduced. 


Divided Furnace Construction 


With this B&W construction, building volume is held 
to a minimum. Both sides of the furnace division wall are 
used to absorb heat and thus make it possible to achieve 
the required furnace cooling surface without excessive 
increase in building volume. 


* = * * «* » 


The record heat rates set by these leading generating sta- 
tions are closely followed by those of many more plants 
across the country which are producing low-cost kilowatts 
at efficiency levels unattainable just a few years ago. And 
B&W is continuing to devote its energies and its long- 
accumulated experience to the development of boiler de- 
signs that will contribute to still higher levels of steam 
generating efficiency. The Babcock & Wilcox Company, 
Boiler Division, 161 East 42nd Street, New York 17, N. Y. 








BABCOCK 
« WILCOX 





BOILER 
DIVISION 
G-696 
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ip the current international controversy 
between India and the tiny Portugese 
territorial holdings headed by Goa, we 
have seen in the newspapers frequent use 
made of the interesting word “enclave.” 
According to the dictionary, this word, of 
French derivation, applies to any tract or 
territory held by one sovereign power 
which is entirely enclosed or surrounded 
by the territory of another sovereign 
power. 


IN more recent correspondence with the 
author of the leading article in this issue 
concerning the establishment of a munici- 
pally owned and operated power plant by 
the city of Memphis, the same word was 
used. Our correspondent raised the ques- 
tion of whether Memphis is not creating 
an enclave with the territorial integrity 
of TVA’s service area. Will this lead to 
further federal-state complications in the 
future? How will the respective duties and 
responsibilities of the two governmental 
agencies be worked out so as to avoid any 
undue burden or discrimination? 


THESE are questions which the opening 
article in this issue undertakes to examine. 
Overlooked in the turmoil of the cancella- 
tion of the controversial Dixon- Yates con- 
tract for supplanting TVA power from a 





GEORGE A. DONDERO 








F. L. (BUD) LARKIN 


private utility source was the fact that 
such action was consistent with the Presi- 
dent’s repeated views on local responsibil- 
itv for power supply. 


bw President has said repeatedly that 
he is in favor of “do it yourself” pro- 
grams for cities such as Memphis which 
have been heretofore dependent entirely 
on the federal government for power sup- 
ply. When Memphis showed that it could 
and would free dependence on TVA, a 
whole new approach to the problem posed 
by the growing demands on TVA power 
supply was opened up. CONGRESSMAN 
Donvero has analyzed the situation in the 
light of valuable lessons to be learned 
from Dixon-Yates. He sketches five guid- 
ing principles to be followed in solving 
the problems of TV A’s future. 


CONGRESSMAN DONDERO was born in 
Greenfield township, Wayne county, 
Michigan, in 1883 and educated in the 
public schools at Royal Oak. He graduated 
from the Detroit College of Law (I.LB, 
10) and after some legal practice in Royal 
Oak he held various municipal offices, 
becoming the first mayor of Royal Oak 
when that former village became a full- 
fledged city in 1921. He was elected on 
the Republican ticket to be the Representa- 
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Advantages of the 


Western Precipitation 








(MP Unit. 


for recovering solids from stack 
gases in public utility operations 








Te control and recovery of fly ash from stack gases has always 
been a troublesome problem in public utility operations. With the develop- 
ment of the CMP unit by Western Precipitation Corporation, new economy 
and efficieney in the solution of fly ash problems are now possible. 


Almost a half century ago Western Precipitation 
pioneered the first commercial application of the 
now-famous Cottrell Electrical Precipitator to re- 
cover suspensions electrically, and this equipment 
is still unsurpassed in its field. 

Subsequently, to provide efficient fly ash recovery 
for low cost installations, Western Precipitation also 
pioneered the first small tube mechanical recovery 
unit — the Multiclone Collector — and this unit 
promptly gained widespread recognition for the 
new efficiencies it brought to mechanical recovery 
processes. 

Combination Multiclone-Precipitator Unit. From 
these years of experience gained in both Cottrell 
and Multiclone installations, Western Precipitation 
recently offered another new development — the 
CMP Unit — a unit that combines in one compact 
installation many of the best features of both elec- 
trical and mechanical recovery methods. 

In a typical CMP Unit, the stack gases first pass 
through a Multiclone section where the heavier 
materials are removed mechanically. 

The partially-cleaned gases then pass through a 
Cottrell section where the very small particles are 
removed electrically. 

This arrangement offers several advantages im- 
portant to public utilities. Removing the heavier 
particles by the Multiclone process permits the 
bulk of the recovery operation to be performed 


This unique background of ex- 


with relatively low-cost equipment. Using a Cottrelt 
for the final clean-up insures unusually high re- 
covery efficiency — approaching theoretically per- 
fect, if desired. Thus, the CMP combines high 
recovery efficiency with low total cost . . . and, as 
shown in the chart above, has the further advan- 
tage that the efficiency curve of the Multiclone 
portion complements that of the Cottrell portion 
— therefore the overall CMP efficiency remains 
practically uniform at all boiler loads. 


At low boiler loads the recovery efficiency of 
the Cottrell is highest, while that of the Multi- 
clone reaches its maximum at high boiler loads. 
But, by combining the two types of equipment 
into a single CMP unit, the efficiency curve 
remains almost flat whether the boiler load is 
low or high. 


With CMP equipment, even small utility com- 
panies can now afford adequate fly ash recovery. 
However, it is important to remember that full 
benefit of the CMP principle can be obtained only 
by a proper balance between the mechanical and 
electrical sections to fit the individual requirements 
of each individual installation. And no organization 
is better equipped to provide this critical “know- 
how” than the organization that provides integrated 
responsibility for Cottrell, Multiclone and CMP 
methods... the Western Precipitation Corporation. 


Western Precipitation Corporation 


DESIGNERS AND MANUFACTURERS OF EQUIPMENT FOR 
COLLECTION OF SUSPENDED MATERIALS FROM GASES & LIQUIDS 


Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFORNIA 


Chrysler Bidg., New York 17 © 1 N. La Salle St. Bldg., Chicago 2 * 3252 Peachtree Rd. N.E., Atlanta 
Hobart Bldg., San Francisco 4 ¢ Precipitation Co. of Canada, Ltd., Dominion Sq. Bldg., Montrea} 


perience in the solution of fly 
ash recovery problems is avail- 
able from our office nearest you. 
May we give you more complete 
details? 











PAGES WITH THE EDITORS (Continued) 


tive of the eighteenth Michigan district 
to the 73rd Congress in 1934 and to every 
succeeding Congress, including the 8th. 
He is ranking minority member and for- 
mer chairman of the House Committee 
on Public Works through which _ basic 
TVA legislation clears. 


* * * 


M*** utility companies have had ex- 
perience with various and sundry 
management development programs in an 
effort to grow adequate and prompt re- 
placements for existing management. F. 
L. (Bup) LARKIN, vice president of the 
Wisconsin Electric Power Company (in 
his article beginning on page 386), has 
given us an interesting account of the re- 
sults of research for a new set of tools to 
aid in the selection of people for manage- 
ment and to measure the human attributes 
on critical requirements. He discusses rat- 
ings, interviews, and tests—the three 
measuring devices—and the five objective 
measurements of personal attributes. 
These and other details of evaluating the 
management candidate on the job will be 
found to add up to both a thoughtful and 
rewarding article. Many readers will prob- 
ably wish to retain this valuable analvsis 
for periodical future reference. 


Mr. LARKIN is another Michigan na- 
tive. He is a graduate of the University 
of Michigan (Industrial Engineering, 
23) and joined the Milwaukee Electric 
Railway & Light Company (now the Wis- 
consin Electric Power Company) in 1925 
as a junior engineer. \Vith the unioniza- 





BOOTH MOONEY 


tion of that company’s employees in 1934, 
Mr. LarkIN assumed responsibility for 
organizing and co-ordinating union and 
employee relation functions. He was elect- 
ed vice president of the company in 1944 
and recently was made a director of the 
Wisconsin Michigan Power Company and 
Wisconsin Natural Gas Company. 


In addition to responsibilities for in- 
dustrial engineering, employee and union 
relations, training, accident prevention, 
and related activities, Mr. LARKIN’s staff 
administers two activities for which the 
Wisconsin Electric Power Company has 
gained national recognition—a very com- 
prehensive wage incentive system encom- 
passing 115 different performance meas- 
urement plans and a highly developed 
program for selection and placement of 
emplovees at all levels. It is from this 
latter field of research and development 
that the article “Selecting Future Manage- 
ment” is drawn. 


fw very intimate contact of public 
utility operations with the daily lives 
of the entire population underscores the 
importance of continued and concentrated 
application of the best thoughts and tech- 
niques of sound and improved public rela- 
tions. BoorH Mooney, public relations 
consultant of Texas, who is now a staff 
member of the Senate Democratic Policy 
Committee, has written (beginning on 
page 396) a stimulating discussion as to 
responsibility of public utility industries 
in keeping open two-way communication 
between management and the public in 
various problems so easily misunderstood 
or susceptible to misinterpretation. Mr. 
Mooney has been in journalism and pub- 
lic relations for some twenty years. Free- 
lance writing has been his avocation for 
an even longer time. He is also at present 
executive assistant to the Senate Demo- 
cratic Majority Leader, Lyndon B. John- 
son (Texas). 


THE next number of this magazine will 
be out September 29th. 


a, Brin. 
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Univac File-Computer 






Medium size member of the famous Univac family for up-to-the minute 
stores control and distribution, billing, accounts receivable, and payroll. 
Features random-access magnetic drum storage and sequenced-access 
magnetic tape storage—with universal-language input-output by 80 or 90 
column cards, perforated paper or magnetic tapes, electric typewriters, 
key punches, and 10-key inquiry keyboards. 

For more facts on Univac File-Computer and its almost limitless appli- 
cations, send for free 24-page booklet “An introduction to the Univac File- 
Computer System.” (Company letterhead, please.) 


* Registered in U.S. Patent Office 


2 
ROOM 1993, 315 FOURTH AVENUE Remington. Fland. NEW YORK 10, N.Y. 
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TRANSIT 


Coming IN THE NEXT ISSUE 





* 
ISN'T THAT "SICK" 


Another twelve critical months have passed in the history of transit service operations 
in the United States. It has been a year of continued transition and dislocation, with 
economic, financial, competitive, and labor problems throwing a heavy burden on 
urban transportation companies that have the primary responsibility of moving the 
working masses of our great American cities. Donald C. Hyde, president of the 
American Transit Association, has written a comprehensive and thoughtful statement 
about economic and regulatory developments in the transit industry over the past year. 
Faced with a decline in patronage, the industry is left with no alternative but to impress 
upon the public the fact that passengers will eventually have to write their own ticket 
as to whether they want adequate service and are willing to pay for it. 


HELPS TO SAVE DOWNTOWN BUSINESS 

George W. Keith, professional writer of Cincinnati, has covered a rather novel but 
important angle of modern transit operations—the need for saving downtown business. 
This, of course, is everybody's job who has a stake in downtown business, including the 
learned professions—medicine, law, dentistry—with modern emphasis on specialization 
and downtown professional ‘'center'’ buildings. There is the problem of the smaller 
specialty store without resources for moving into the fashionable suburban or satellite 
towns as the larger department stores have done with branch stores. What, in short, 
is the pattern of the future American city going to look like, and how is it to be served 
with mass transportation in both the mother city and the growing suburban com- 
munity? These are the problems which Mr. Keith considers in his article. 


ECONOMICS OF THE TRANSIT OPERATING RATIO 


There has been a noticeable trend toward an operating ratio as a basis for fixing 
fares for transit companies. A relatively small rate base investment (as compared with 
gas, electric, and telephone utilities) in relation to the heavy volume of expenses, pay- 
rolls, vehicle maintenance, and supplies, etc., has made it difficult for transit companies 
to attract investment capital on the conventional return-on-rate-base formula. Charles 
W. Knapp, an accounting consultant of West Hartford, Connecticut, has made a 
study of the ways and means whereby regulatory authorities can liberalize operating 
ratio techniques which will encourage and assist transit operations, while at the same 
time fulfilling their responsibility as regulators in the public interest. 


A PATTERN OF CO-ORDINATION, TRANSIT—TRAFFIC 


Most transit people will agree that the main problem of retaining profitable opera- 
tions in the average city is to limit the double-barreled competition of private auto- 
mobile passenger transportation and of indiscriminate downtown parking of these 
automobiles so that they interfere with streetcar and bus schedules. But like the 
proverbial problem of ''belling the cat,’ it is a nice trick if you can do it. The average 
transit management is powerless to do it and the average municipal politician wants 
no part of such an unpopular task. But some steps can be made in a modest and 
orderly way to put pressure on drivers of private cars so as to prevent them from 
leaving them downtown. Gerald J. Glassman, economist with the transportation and 
public utilities branch of OPA during World War II, and more recently consultant 
with the public utilities division of the Treasury Department, has tackled this knotty 
problem in an article which is well worthy of consideration even though it might also 
provoke dissent in some quarters. 


* 


Als oe Special financial news, digests, and interpretations of court and com- 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Good in its day... 


But the sad-iron would be sad indeed com- 
pared with its modern electric counterpart. 
There’s another modern “electric appliance” 
available today whose work output is as over- 
whelmingly superior as the electric iron vs. 
the sad-iron. 

It’s the Bill Frequency Analyzer a machine 
of our invention for analyzing bills in ‘One 
Step’. Bills can go through the Analyzer at the 
rate of 200,000 to 300,000 a day! Thus you can 
get a clear, accurate analyzation of your bill- 
ing in a matter of hours instead of days. 


The Analyzer method saves time and defin- 
itely cuts costs. Even if you use your most 
experienced personnel and office calculating 
machines we can save you up to 50% with the 
Analyzer method. Besides, all the work is done 
in our office! 

Send us a sample of your billing sheet, a 
copy of rate schedules and an estimate of num- 
ber of customers billed on each rate and your 
frequency table requirements. We’ll give you 
an estimate of costs without charge. Then 
compare our costs with your own! 


RECORDING & STATISTICAL CORP. 


100 Sixth Avenue * New York 13, N. Y. 
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“There never was in the world two opinions alike.” 


Hart Buck 
Statistician, The Bank of 
Toronto. 


EDITORIAL STATEMENT 
The Wall Street Journal. 


GEORGE E. STRINGFELLOW 
President, New Jersey Taxpayers 
Association. 


W. B. MurpHyY 


President, Campbell Soup Company. 


ALEXANDER R. HERON 
Vice president, Crown- 


Zellerbach Corporation 


HENRY Forp I] 
President, Ford Motor Company. 


HAROLD BRAYMAN 
Director, public relations 
department, E. I. du Pont 
de Nemours & Company, 

Inc. 


—MonTAIGNE 





“Without this vital freedom [to shop around], all 
other freedoms—worship, speech, press, assembly, and 
so on—are shadowy if not impossible.” 


* 


“Emergencies have a way of lasting a long time when 
a new bureaucracy is set up in government. The interests 
of those who run it are in maintaining their power and 
their jobs.” 


Sl 


“Once centralized finance is achieved, strong central- 
ized control could be exercised at any time with the 
danger that our entire public school system could be- 
come the tool of authoritarianism. Dictatorships have 
always harnessed the education of youth for their own 
ends.” 

* 


“An investor interested in the long-range future of 
a business, might well examine closely the caliber of the 
young men in their thirties in that business, and the 
ways that the business has for training them. What bet- 
ter gauge of the future of a business could there be than 
this kind of personnel appraisal ?” 


¥ 


“{Industry] has not nearly finished training its peo- 
ple for the new climate created by the evolution of labor 
relations in the last twenty years. With that job un- 
finished, it must now race to train its people for the new 
problems—ranging from pensions to atomic energy, 
from health insurance to electronics, from guaranteed 
annual wages to automation.” 


¥ 


“We ask those who seek to shackle free and open 
competition to reflect on the consequences. The short- 
range effect might be to afford a measure of protection 
for those in a weaker competitive position. The long- 
range effect could only be to put a damper on America’s 
constantly rising standard of living by penalizing the 
most important man in our economic system — the 
consumer.” 


e 


“Tf the people of the United States want to continue 
to increase their standard of living and continue to de- 
velop cultural and social opportunities, the basic pro- 
gram is to produce more. Only when we produce more 
can we have more, and the primary way to produce 
more is to expand and improve the facilities for produc- 
tion. . . . This can be accomplished only through the 
application of our national resourcefulness, through 
bringing our technical capacities to more of our people, 
through lowering our costs and improving the perform- 
ance of our industry. It has been that way in the past; 
it will be that way in the future.” 
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Bell System mobile radio equipment helps 


Con Edison serve 2,755,000 customers 


To help in the maintenance of uninterrupted 
service in its vast electrical, gas, and steam distri- 
bution systems, Consolidated Edison Company of 
New York uses Bell System mobile radio equip- 
ment to dispatch emergency vehicles. 


The company’s famous “red wagons” are on 
24-hour duty. Constant communication is main- 
tained with field crews wherever they go. Repairs 
are made faster, more economically, and the public 
is served better. 


TELEPHONE TELETY PEWRITER 


MOBILE RADIO 


Consolidated Edison operates 20 Base Radio 
Stations, 235 Mobile Radio Units—all on lease 
from the Bell System. Equipment is installed and 
maintained by trained Bell System crews. 


Modern communication facilities play an in- 
creasingly important part in the fine service rec- 
ords of many power companies. Has your company 
surveyed its communication needs lately? The Bell 
System will do it without charge. Call your Bell 
Telephone Company today. 


BELL TELEPHONE SYSTEM 


TELEMETERING AND REMOTE CONTROL CHANNELS 
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45 G-E warehouses can give you fast| 
service on last minute capacitor orders§ 


immediate delivery from stock assists you in) 
meeting mushrooming air-conditioning loads, | 























oS sik 
When you need capacitors in a hurry, a phone call puts a country-wide 
network of 45 G-E warehouses at your service. Large stocks of stand- 

ard ratings of G-E capacitors are on hand at all times in most ware- 
houses. This assures you of fastest possible delivery of capacitors to 
meet your low power-factor load needs. 





NEW G-E AUTOMATIC WAREHOUSE STOCK REPLENISHING PLAN has 


A shipment of 5-Kvar residential secondary . . . . 
capacitors leaves one of General Electric’s greatly reduced shipment time since inaugurated last year. By fore. 


45 district warehouses. casting your needs, local G-E district personnel are able to order stocks 


of the most frequently used units and equipment—in advance. This 
plan provides the increased flexibility to warehouse operation that is 
necessary to meet your seasonal capacitor requirements. 


GENERAL ELECTRIC OFFERS A COMPLETE LINE of capacitor units and 
equipment: Open and enclosed equipment for bulk kilovar supply, fixed 
and automatically switched banks for distribution feeders, secondary 
network units for cities, and residential units for urban areas. 





rp i 
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Seve er epee For current shipment schedules in your area, check with your local 
District warehouse capacitor stocks are 5 . 
regularly augmented by pre-scheduled car- G-E Apparatus Sales representative. General Electric Company, 
load shipments from the factory. Schenectady 5, N. Y. ans 


Progress /s Our Most Important Product 


GENERAL @@) ELECTRIC 


SEPTEN 

















Our new five-day 


7-wide 
stand: 

ware. 
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financial seminars... 















N has ; ; si 
» teal have been designed to acquaint selected utility 
— officials with the inner workings of New York’s 
, 18 . ; 
ee 2 financial community. 
These seminars are made possible through the help 
sa il of many financial specialists who give a firsthand 
, fixed account of their particular operations. 
ndary Lae . Piste 
In addition, our well-known Public Utilities Round 
: Tables will continue as in former years. 
loc 
pany, 


441-15 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $125,000,000 Total Assets over $1,400,000,000 
WiiaM N. Enstrom, Chairman of the Board RicHarp H. West, President 
Public Utilities Department—Joun F. Cups, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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"um mon, PROCEEDINGS 
, 1954 CONVENTION 


AT CHICAGO 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
companies including the following: 





Regulation and Technological Developments in the Communication Field — Recent 
Developments in Transportation—The Problem of Financing the Cost of Effective 
Regulation — State-Federal Cooperative Regulation of Motor Carriers — Telephone 
Committee Report—Depreciation—Accounts and Statistics—Engineering—Corporate 
Finance—Legislation—Rates of Public Utilities—Railroad Passenger Deficit Problem— 
Resolutions adopted by the Association. 


Price $10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 


Local Service Telephone Rates in the U. S.: 
An excellent compilation of rates prepared by NARUC subcommittee on “exchange rates" for 
all exchanges of Bell System, the rates of cities of fifty thousand population or more for Bell and 
Independent exchanges, rates of borrowers from R.E.A., and tabulation of above exchanges which 
had ten cent coin telephone rate in effect June 30, 1954. 125 pages punched for use in loose 
DE Meta’ 0k on ee em ren we ee Akh Oke Se oe, tia me He ced $2.00 


Message Toll Telephone Rates and Disparities: 
400 pages of text, tables and charts, hard back cover—the report of the NARUC-FCC Joint Toll 
Rate Subcommittee .. LA S's ONE | ON Shy Oy nerd ee eee On an ne Ce We $6.50 


Telephone Separations Manual with 1952 Addendum ...................eeeeees $2.00 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation on public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 


SR RS ROR ee ee eee ee oo ee eee $4.50 

(1946) Methods of Pricing Dalloninonts ton Grom Property Accounts .............. 1.25 

(1948) Letter Symbols for Mathematics of Depreciation .....................00000.. 1.00 

(1948) Half Cycle Methods of Estimating Service Life ........................0000. 1.00 

(1950) Remaining Life Basis of Accounting for Depreciation ....................... 50 

(1954) Report of Committee on Depreciation — an analysis of ‘economic depreciation" 75 
interpretations of Uniform System of Accounts for Electric Utilities 

ee | ae ea 1.50 
Interpretations of Uniform System of Accounts for Gas Utilities 

TS | i eee ora 1.50 
Interpretations of Uniform System of Accounts for Water Utilities 

SAREE DE ORNOE, 09S EO NOUS EO NUD oo i6 oso 4:5 i 5s ieee ss so.0 wen ss ddice ee cece eee 1.50 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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847 GOOD IDEAS «came to us from vari- 
ous power salesmen, when we ran an electric heater 
slogan contest this spring. These men are experts on 
greater use of electric power to increase the produc- 
tion and cut the costs of their industrial customers. 
Electrified Industry helps your selling, too, by mak- 
ing good calls on industrial customers at 21c¢ each. 
Your power salesman can tell you how this magazine 
helps them to maintain better-than-ever customer 
contact and to increase your net revenue. 


BE SURE TO SEND Today's Business to your lead- 
ing store-and-office customers. It builds your com- 
mercial revenues, helps modernize your communities. 


ELECTRIFIED INDUSTRY ~~ Tonys Keuinest 


Martin Publications — 20 No. Wacker Dr., Chicago 6 
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Designed to save time... 





INTERNATIONAL cab-forward 
RC-180 Series equipped with special line 
construction body with 4-man integral crew 
compartment. Famous Comfo-Vision cab. 
Choice of gasoline or LPG power. 
GVW ratings, 17,000 to 21,000 Ibs. 
Wheelbases, 112 to 172 inches. 









Built to save money 





and maintenance that have made INTERNA- 
TIONAL the heavy-duty sales leader for 23 
straight years. 


There’s nothing like cab-forward INTERNA- 
TIONAL models to cut the costs of service jobs 
requiring the transport of bulky equipment and 


a number of men. Call your INTERNATIONAL Dealer or Branch 


representative and ask for complete details on 
the model or models best suited to your needs. 


These short-wheelbase trucks, with their 
short turning radius, provide quick, easy ma- 
neuverability in narrow alleys, congested 
streets and other hard-to-get-around-in areas. 
They spend less time getting to the job and 
away from it—let your crews do more pro- 
ductive work each day. 


INTERNATIONAL HARVESTER COMPANY « CHICAGO 





WORLD’S MOST COMPLETE TRUCK LINE 





8 


And these INTERNATIONALS save you money 
further because they are built with famous 
INTERNATIONAL quality, Tough-Job engineer- 
ing and all-truck design. Because they have 
all the features for long life, low-cost operation 


200 basic models from 12-ton pickups to 90,000 Ibs. GVW off- 
highway models, including six-wheel, four-wheel-drive, cab-for- 
ward, cab-over-engine and multi-stop delivery types . . . 32 en- 
gines from 108 to 356 hp., with widest choice of gasoline, LPG, 
or diesel power . .. wheelbases, transmissions, axle ratios for any 
need . . . thousands of variations for exact job specialization. 










International Harvester Builds MCCORMICK® Farm Equipment and FARMALL® Tractors...Motor Trucks... Industrial Power...Refrigerators and Freezes” 


Watch “The Halls of Ivy,” with Ronald Colman and Benita Hume, CBS-TV, Tuesdays, 8:30 p.m., ES) 


11) INTERNATIONAL TRUCKS 


“Standard of the Highway 





PUBLIC UTILITIES FORTNIGHTLY—SEPTEMBER 5, 19% 







18 









THE NEW STANDARD OF 2-WAY 
RADIO EXCELLENCE 































ward 
ial line 
al crew 
on cab, 
power. 
00 Ibs. 
inches. 
the symbol of 
quality in mobile 
communications — 
the finest ever 
produced. 
with built-in reliability 
guaranteed by the 
name MOTOROLA 
Radio equipment bearing the TWIN-V trademark 
ASSURES YOU ESTABLISHED MOTOROLA QUALITY 
plus many new and exclusive advance-engineered features 
NOW available—the most complete line of | sponse for clearer, crisper voice messages 
precision built, two-way radio models, that get through even under the worst condi- 
A- vibrator or dynamotor powered .. . featuring tions—better squelch operation to reliably 
3 foolproof 6/12 volt interchangeability, the block out nuisance noise, yet resets instan- 
solution to today’s installation problems in taneously to receive the weakest useable 
mixed fleets of 6 and 12 volt vehicles. signal. 
h There is a model designed for each and Here is equipment designed to new higher 
yn every application in the 24-54 mc., 144-174 performance standards—built to last ... 
s mc., and 450-470 mc. frequency ranges, with built to accommodate changing operating 
‘a a wide selection of transmitter power output conditions, economically and functionally ... 
re) ratings to serve your varied communications built to more readily accommodate conver- 
requirements. Take your choice of compact, sion to split-channel conditions. All Motorola 
economical, vibrator powered models or units are fully field tested, proved in use, 
rugged, long life, dynamotor powered units proved for sustained peak performance, 
to serve your specific operational needs. proved for minimum maintenance. 

These models give you improved com- Get the complete details on the new 
ff. munications range, maximum intelligibility “TWIN-V” Radiophone. A Motorola com- 
a through better receiver sensitivity—better munications specialist is in your area ready 
“< circuitry for control of ignition noise, ‘‘hash’’ to help. Phone, write or wire today for com- 

G and other interference—better audio re- plete descriptive literature. 


Freezels 


m., ET 
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"| MOTOROLA 


2-WAY RADIO 


MOTOROLA COMMUNICATIONS & ELECTRONICS, INC. 
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sUSTA BOULEVARD e CHICAGO 
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SUBSIDIARY OF MOTOROLA, INC 
51, ILLINOIS 


TIC ELECTRONICS LTD, TORONTO, CANADA 
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Motorola consistently supplies more mobile and portable 


radio than all others combined. 
Proof of acceptance, experience and quality. 


The only COMPLETE radio communications service— 


specialized engineering... product... customer 
service... parts...installation... 
maintenance... finance... lease. 

“The best costs you less—specify Motorola.” 
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Mr. Thompson with one of their “new-looking’ 


‘ 20-year poles. 


Pressure-Creosoted poles 


installed in 1916 still in service! 


@ The length of service received 
from any type of equipment is usual- 
ly the truest test of its value and real 
cost. This is certainly the case with 
pressure-creosoted utility poles. 
Take the record of the Iowa-Illinois 
Gas & Electric Co., of Davenport, 
Iowa. 

This utility, which serves 100,000 
residential and commercial cus- 
tomers in both urban and rural areas, 
has been using pressure-creosoted 
poles for a long time. ‘“Creosote- 
treated poles last even longer than 
we had expected when we originally 


You can obtain clean pressure-creosoted poles upon specification without sacrificing pole service life. 


USS CREOSOTE 


SALES OFFICES IN PITTSBURGH, NEW YORK, CHICAGO, CLEVELAND, SAN FRANCISCO AND FAIRFIELD, ALA. 


purchased them. We’ve been using 
them since 1916 and still do not 
know when a creosoted pole can 
be called old,” says Mr. William 
Thompson, construction supervisor. 
“Many of our oldest poles have been 
removed from their original loca- 
tions. In at least one case that I can 
recall, poles installed in 1923 were 
pulled out of a 25-mile stretch in 
1944, found to be in excellent shape 
and reinstalled in rural areas in 
1945.” 

Mr. E. F. Miller, manager of Iowa- 
Illinois Electric Transmission and 


Distribution Division, adds, “In 1945 
and 1946, we pulled out about 300) 
creosoted poles that were over 30) 
years old. Only 3 poles had to be 
junked . . . the rest were put back 
into service in various rural lines.” 

A good record? Certainly, but not 
unusual when you use utility poles 
pressure-treated with a good grade 
of creosote—like USS Creosote. For! 
more information on this quality) 
wood preservative, contact our near-/ 
est sales office or write to United! 
States Steel Corporation, 525 Wil-| 
liam Penn Place, Pittsburgh, Pa. 
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sign of a job 
WELL DONE... 




















Whenever you see the Ebasco sign on a construction 
project, you can be certain that a team of specialists is at 
work helping to get the job done quickly and efficiently, using 
the most modern scientific engineering methods possible. 
1945 


- 300! For, in Ebasco, you have a single organization equipped with 
+ 30) the men and the experience necessary to handle an entire 
o bel project—from initial planning to the designing boards, 
hadi through construction to the actual operation of the plant. 
cal We will be glad to send you our booklet “The Inside 
. a Story of Outside Help”, describing the many 
all services Ebasco makes available to you. 
srade 
. Fory Write: Ebasco Services Incorporated, Dept. W, 
ality | Two Rector Street, New York 6, N. Y. 
neat: | 
nited 
af 28 SONS... Appraisal « Budget * Business Studies * Consulting 
Wil- ee” EC ae Engineering +» Design & Construction ¢ Financial 
ag “>. Industrial Relations « Inspection & Expediting ¢ In- 
a. | s i a 0. surance, Pensions & Safety * Purchasing * Rates & 
ky” ‘ n Pricing » Research « Sales & Public Relations e Space 
: : L : Planning * Systems & Methods * Tax © Traffic 
; ; 4 { 141 Washington Office 
e, al za 
= ? * : Ebasco Teamwork Gets Things Done 
Ess conev’. Anywhere in the World 





NEW YORK * CHICAGO ° DALLAS ° PORTLAND, ORE. * WASHINGTON, D. C. 
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The illustration below shows a model 

F of a 300,000-kw steam turbine generat- 

me ing unit being built by Allis-Chalmers 

for Detroit Edison. Its capacity is far higher than 

that of any steam turbine generating unit yet 

built. It is capable of supplying the needs of a 
city of half a million people. 

When this new unit goes into operation, the 

total capacity of the Detroit Edison system will 


be more than 314 million kilowatts — double the 
system’s capacity of ten years ago. 

Many features of this unit are examples of 
Allis-Chalmers developments that help utilities 
keep pace with our expanding economy. The unit 
is close-coupled, cross-compound reheat design, 
with two generators, one on the 3600-rpm shaft, 
one on the 1800-rpm shaft. The 3600-rpm gener- 
ator is fully supercharged, taking advantage of an 





< 


Generation 


Allis-Chalmers development that makes possible 
higher capacities and smaller relative sizes. 

The fully supercharged 3600-rpm generator is 
rated 206,470 kva, 0.85 power factor, 0.80 short 
circuit ratio, at rated hydrogen pressure. The 
1800-rpm generator is a conventional hydrogen- 
cooled machine that is rated 171,765 kva, 0.85 
power factor, 0.80 short circuit ratio, at rated 
hydrogen pressure. Operating steam conditions 


are 2400 psig, 1050 F at inlet; 1000 F reheat; 
and 1 inch Hg absolute exhaust pressure. 
* * * 

If you would like more information on Allis- 
Chalmers steam turbine generating unit develop- 
ments, your nearby Allis-Chalmers office will be 
glad to arrange a discussion at your convenience. 
Or write Allis-Chalmers, Power Equipment Divi- 


sion, Milwaukee 1, Wisconsin. 
A-A794 
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... then Pioneer Service & Engineering Co. with 
53 years of experience in this specialized field, 
stands ready to help you with a complete service 
including preliminary plans, load studies and 
site selection, the design of the plant and 
arrangements for financing its cost. 


Our services and facilities are outlined 
in our booklet, ‘‘Pioneering New Horizons’ 
yours for the asking. 





Pioneer Service & Engineering Co. 
231 SOUTH LASALLE STREET e CHICAGO 4, ILLINOIS 





Consulting Engineering ¢ Power Plant Design 
Purchasing and Expediting © Financial Advisory Service 
Forecast, Load Study and Performance Analysis 

Stock Transfer and Dividend Disbursement 

Valuation, Insurance, Rate and Business Advisory Service 
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Thursday—15 


Public Utilities Association 

of the Virginias begins an- 

nual meeting, White Sul- 
phur Springs, W. Va. 


Friday—16 


Maryland Utilities Associa- 
tion begins fall conference, 
Virginia Beach, Va. 


Saturday—17 


American Institute of Elec- 

trical Engineers will hold 

fall general meeting, Chi- 

cago, Ill. Oct. 3-7. Advance 
notice. 


Sunday—18 


New England Water 
Works Association begins 
meeting, Lake Placid, N. Y. 





Monday—19 


Society of Industrial Pack- 

aging and Materials Engi- 

neers begins tenth anniver- 

sary meeting, New York, 
N.Y. 


Tuesday—20 


Pennsylvania Electric As- 
sociation begins annual 
meeting, Philadelphia, Pa. 


Wednesday—21 


National Industrial Confer- 
ence Board begins market- 
ing meeting, New York, 


ME 


Thursday—22 


United States Independent 

Telephone Association will 

hold annual convention, Chi- 

cago, Ill. Oct. 10-12. Ad- 
vance notice. 





Friday—23 


Oklahoma Utilities Associa- 

tion, Gas Division, begins 

meeting, Oklahoma City, 
Ohkla. 


Saturday—24 


Gas Appliance Manufac- 
turers Association will hold 
annual meeting, Palm 
Springs, Cal. Oct. 12-14. 
Advance notice. 


Ry 


Sunday—25 


International Gas Union be- 
gins conference, New York, 
Ne. 


Monday—26 


American Transit Associa- 
tion begins annual meeting, 
Boston, Mass. 








Tuesday—27 


Arkansas Telephone Asso- 

ciation ends 2-day annual 

convention, Hot Springs, 
Ark. 





Wednesday—28 


National Association of 
Electrical Distributors ends 
4-day Pacific zone annual 
convention, Victoria, Brit- 
ish Columbia, Canada. 





Thursday—29 


Engineers So- 
ciety begins annual meet- 
ing, Hartford, Conn. 


Standards 





Friday—30 


Atomic Industrial Forum, 
Inc., ends first 5-day trade 
fair, Washington, D. C. 














Courtesy, Lincoln Telephone & Telegraph Company 


“Service in the Harvest Fields” 
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Memphis Home Rule Plan— 
A New TVA Pattern? 


Overlooked in the turmoil of the cancellation of the controversial 
Dixon-Yates contract for supplanting TVA power from a private 
utility source was the fact that such action was entirely consistent 
with the President’s repeated views on local responsibility for 
power supply. This author sketches five guiding principles to be 
followed in solving the problem of TV A’s future. 


By THE HonoraBLE GEORGE A. DONDERO* 
U. S. REPRESENTATIVE FROM MICHIGAN 


HE dramatic cancellation of the 
Dixon-Yates contract may mark the 
start toward development of a realis- 
tically healthy new approach to the prob- 
lem of financing electrical generating and 
transmission capacity in the area served 
by the Tennessee Valley Authority. If so, 
all the tremendous efforts by private utility 
companies and government officials, not to 





*For additional personal note, see “Pages with 
the Editors.” 


mention the extensive debates in Con- 
gress, will have been well worth while. 
Ironically enough, the new approach to 
the TVA area problem was made possible 
by the chief opponents of the Dixon-Yates 
contract, the public ownership protago- 
nists now in control of the government of 
the city of Memphis. It was their an- 
nouncement that Memphis by its own 
financing would itself construct, own, and 
operate a 600,000-kilowatt steam plant as 
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an alternative to accepting private power, 
that made the contract cancellation pos- 
sible, and indeed inevitable. 

It was fortunate that the Memphis con- 
tract with TVA terminates in 1958, thus 
allowing the city ample time to finance and 
construct its own generating capacity. 
This is particularly true since the city 
would have had no choice but to have ac- 
cepted Dixon-Yates power through the 
TVA system had its contract extended to 
a later date. 


_ is due to the “sole supplier” and 
resale control clauses contained in the 
Memphis contract, as with all other con- 
tracts with preferred customers of TVA. 
Under these provisions Memphis was con- 
tractually bound to obtain additional pow- 
er supplies from no other source but TVA, 
even from plants built and owned by the 
city. In the past, when municipal systems 
have contracted to purchase power from 
TVA, they have, by the agreement, either 
transferred ownership of their generating 
capacity to TVA or otherwise disposed of 
such facilities. 

I-ven had Memphis been free of the 
“sole supplier” clause, it would have been 
impossible for the city fathers to have 
financed construction of their own plant 
due to restrictions on disposition of their 
electric revenues from power obtained 
from TVA under the provisions of its 
contracts. TVA’s resale rate control is so 
restrictive as to preclude the pledging of 
electric sales revenues for any purpose. 

Since the same “sole supplier” and re- 
sale rate provisions—the so-called captive 
clauses—obtain throughout the TVA sys- 
tem, the Memphis pattern can be followed 
by other preferred customers only if and 
when their existing contracts expire and 
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if TVA no longer insists on inclusion of 
these provisions—unless abrogated by 
legislative or executive action. 


t is apparent that unless TVA is able 
to guarantee adequate power for the 
growing demand in the area, it will not be 
in a position to insist upon such limita- 
tions. In the immediate future certain im- 
portant contracts of this type will expire 
—allowing sufficient time for negotiation 
of new contracts eliminating such clauses 
and providing for locally financed sources 
of power either by purchase from non- 
federal sources or by construction of ad- 
ditional facilities. 

More than two years ago I introduced 
a bill which would nullify these two 
monopolistic contract provisions and a 
similar bill is now pending in the Con- 
gress. Enactment would immediately put 
all of TVA’s preference customers on no- 
tice that Uncle Sam’s barrel is not bottom- 
less and that proper foresight should 
be exercised to anticipate future needs 
beyond existing capacity of TVA. The bill 
does not contemplate, however, the sever- 
ance of customer relations but permits 
customers to acquire secondary sources of 
power which eventually might become pri- 
mary sources, operated wholly independ- 
ently from TVA from a financial stand- 
point but necessarily interconnected for 
efficient co-operation. It is not contemplat- 
ed that there would be any sudden impact 
upon the power supply situation in the 
area. Indeed, the transitional period would 
be softened considerably by means which 
I shall here point out. 

However, even without cancellation by 
Congress of TVA’s monopoly clauses, a 
gradual transition would be inevitable in 
any case over the next twenty years if 





MEMPHIS HOME RULE PLAN—A NEW TVA PATTERN? 


Congress continues to disapprove any new 
starts for additional generating capacity. 
It happens that in the late thirties most 
of TVA contracts were initiated on a 
20-year basis. Except for those which 
have since been extended by ten years, 
these contracts will be expiring in 1958, 
59, ’60, and ’61. It is now apparent that 
TVA vastly overcontracted its capacity 
when it executed these contracts twenty 
years ago. Its customers will be unlikely 
to endanger their future by commitments 
to new “sole supplier” contracts. 


| eeahetemage the time lapse between 

present demand and ultimate limit 
of TVA capacity can be extended for a 
number of years without new general 
legislation by two simple immediate steps 
on the part of the TVA. These are: 


First, notice to industrial customers 
of sharp cutbacks under five-year can- 
cellation clauses in all such contracts; 
and, 

SECOND, submission to the Bureau of 
the Budget of request for appropriation 
to complete the planned capacity of al- 
ready existing generating facilities. 


It has been brought out in recent Sen- 
ate hearings that approximately 20 per 
cent of TVA’s total demand arises from 
the requirements of some fourteen large, 


¢ 


e 


industrial customers dealing directly with 
TVA. Under the TVA Act industrial cus- 
tomers have a priority secondary to the 
position of preferred customers, which 
are municipalities and co-operatives. 
Mindful of its legal duty TVA included 
in its long-term industrial contracts can- 
cellation clauses permitting partial or total 
cancellation within a period of five years, 
a period estimated to accommodate TVA’s 
future planning and to afford the indus- 
trial customer sufficient time to construct 
his own added generating facilities. The 
same hearings show that the crucial load 
of the politically and economically im- 
portant preferred customers will be about 
30 per cent. Thus there is an enormous ca- 
pacity in reserve for TVA to call upon 
in following the preference law. 


TU is worth while here to recall the testi- 

mony of David Lilienthal, then chair- 
man of the TVA, and of Julius Krug, 
then power manager of TVA, on April 
13, 1939, before a Senate committee. Ex- 
plaining certain major contracts for the 
sale of large blocks of power to industrial 
and private utility customers, Mr. Lilien- 
thal said: 


Yet it is a part of our job to dispose 
of all of this power not twenty or thirty 
years from now, but as soon as possible, 


“Tue dramatic cancellation of the Dixon-Yates contract may 
mark the start toward development of a realistically healthy 
new approach to the problem of financing electrical generating 


and transmission capacity in the area served by the Tennessee 
Valley Authority. .. . Ironically enough, the new approach to 
the TVA area problem was made possible by the chief op- 
ponents of the Dixon-Yates contract, the public ownership 


protagonists now in control... 
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of the city of Memphis.” 
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and, so far as possible, every year dur- 
ing the life of the plants. That means 
that some method must be found of dis- 
posing of power for relatively short 
periods pending the growth of load by. 
our municipal and co-operative cus- 
tomers. The only solution is sale to in- 
dustrial and utility customers, that we 
have been able to devise. ... We have 
been successful in so staggering our 
contracts that I believe we have in large 
part solved the problem of reserving 
power for the growth of our municipal 
and co-operative customers without 
presently wasting the power so reserved. 


It is obvious that had the industrial 
contract program laid down in 1939 by 
David Lilienthal been followed through 
the years, the municipal and co-operative 
customers would not now be facing an im- 
mediate crisis. 


i Vogel, chairman of the TVA, 
recently testified that the near-future 
power crisis could be averted for the pres- 
ent by the addition of four new units at 
the New Johnsonville steam plant and one 
new unit each at the John Sevier and 
Gallatin steam plants. Be it remembered 
here that Congress at no time has ever 
refused TVA funds for the completion 
of plants previously authorized. All three 
of the above plants are now in a state of 
partial completion. It is obvious that from 
a maintenance standpoint alone their over- 
all efficiency and economy of operation 
would be increased by the inclusion of the 
total number of units for which the en- 
gineers planned. 

Congressional objection to TVA’s pow- 
er expansion has been confined and will 
always be confined to the burgeoning pro- 
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gram of new starts all over the system 
map. Congress has demonstrated for three 
years running that it wants no part of any 
more new starts for TVA generation. 
Somehow this distinction has been lost in 
the shuffle of TVA debate. Also lost in the 
same shuffle is the time-honored precedent 
that Congress almost never leaves un- 
finished those projects it has authorized 
and for which it has appropriated funds, 
even in the face of higher costs and 
changed designs. 

I am fully confident that the 1,000,000 
kilowatts of additional capacity required, 
according to General Vogel, costing $144,- 
000,000, will be made available by the con- 
ventional appropriations route. Certainly 
I see no objection at this time to such an 
appropriation. This would bring TVA’s 
maximum total capacity, according to 
General Vogel, to 11,335,000 kilowatts at 
the end of 1958, as against an anticipated 
load at that time of 10,100,000 kilowatts. 
If these new units are not ordered, the 
General asserts, TVA will have a de- 
pendable total capacity of only 10,342,000 
kilowatts. As he himself said, the differ- 
ence “would provide a fair and rather 
comfortable margin.” 


Ww" a million kilowatts of reserve 

capacity at hand in 1958 the TVA 
should be able to recapture at least an- 
other million kilowatts of capacity by 
withdrawing only half of its industrial 
output by notices sent out in 1955 and 
effective in 1960. This action would be 
accomplished without a penny’s loss to the 
taxpayers and indeed to the great benefit 
at least to local taxpayers. Industrial cus- 
tomers would then have five years in 
which to arrange new power supplies 
without cost to the federal government. 
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There Will Always Be a TVA 


c¢ — envisaging a halt to TV A’s own power expansion in gen- 

eration and transmission does not involve the often voiced fear 
of ‘destruction of TVA. As steam plants grow obsolete over the next 
twenty or thirty years and are retired, they would not be replaced except 
by locally owned facilities, perhaps interconnected by TV A’s transmission 
system, which, of course, would remain in existence to interconnect its 
far-reaching system of hydroelectric dams. Transition would take place 
gradually over a long period of time and would be so genile as to be 
scarcely noted from year to year. However, there would always bea TVA.” 








With this breathing space the individual 
distribution systems, municipal and co- 
operative, would have ample time to make 
their own arrangements for such addi- 
tional power supplies as would be needed. 

In the meantime, too, it is entirely con- 
ceivable, as the Comptroller General re- 
cently pointed out, that TVA’s load to 
AEC and other government agencies, now 
or presently at a perilous par with all of 
TVA’s other power commitments com- 
bined, will have sharply shrunk. Indeed it 


may well be anticipated that long before 
the expiration of its 25-year contracts, 
the AEC will be supplying itself with its 
own power generated by fission or fusion 
heated steam. 


den statement of the Comptroller Gen- 

eral, Joseph Campbell, dated July 26, 
1955, and addressed to the Public Works 
Committee of the Senate, in reference to 
a pending bill to provide for construction 
expansion by TVA through revenue 
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bonds, points up very seriously this factor 
of the imbalance of the TVA system in 
relation to the federal government power 
demands : 


Since the purpose of the proposed 
bill is to provide for an expansion of 
the TVA system, we suggest the im- 
portance of obtaining a careful analysis 
of the power requirements of the sev- 
eral government agencies presently de- 
pendent upon the system. Your atten- 
tion is invited to various published 
statements to the effect that national de- 
fense agencies of the government will 
absorb half the total output of the sys- 
tem by 1957. Should these demands 
sharply decrease, the effect on the TVA 
power operation could be most serious, 
if not disastrous, to the power rate 
structure as well as to the general 
economy of the area. We have particu- 
larly in mind the operations of the 
Atomic Energy Commission. 

This great dependence of the system 
on a continued enormous government 
power demand leads to the suggestion 
that, in any expansion program, the 
affairs of the TVA should require un- 
usually close control by the Congress 
and the executive branch of the gov- 
ernment. Therefore, the proposed bill, 
which, in essence, would grant unlimited 
authority to the TVA, seems highly 
inappropriate. 


From the selfish interests both of the 
customers themselves and of the federal 
government, the long-range wisdom of in- 
creasing emphasis on local independence 
for power supply is evident. 


HE trail-breaking action of the city 
of Memphis in its announced inten- 
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tion of cutting loose from TVA’s “sole 
supplier” and revenue control monopoly 
clauses when it constructs its own steam 
plant for use beginning in 1958 is wholly 
in step with the partnership proposals of 
President Eisenhower. 

Basically, the partnership policy is sim- 
ply this: The federal government shall not 
extend its sphere of influence into areas 
of activities which local agencies, public 
or private, are ready, willing, and able to 
undertake. 

The letter of the President on Novem- 
ber 10, 1954, to Representative Sterling 
Cole of New York, comes to mind as 
particularly pat: 


If the federal government assumes 
responsibility in perpetuity for provid- 
ing the TVA area with all of the power 
it can accept, generated by any means 
whatsoever, it has a similar responsi- 
bility with respect to every other areca 
and region and corner of the United 
States of America. 


Here our President spelled out the fact 
that if TVA, an agency of the federal 
government, is permitted to assume public 
utility responsibility for the TVA area, 
then the federal government must expect 
to accept the same responsibility elsewhere 
throughout the country. That way liés 
nationalization of the electric utility in- 
dustry! TVA will have accomplished its 
mission for the promotion of Socialism in 
America. 


N the case of Memphis, it was obvious 
that private enterprise would be ex- 
cluded inasmuch as the city already owns 
an extensive distribution system into 
which a generating plant could logically 
be fitted. 
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On March 16th of this year the Presi- 
dent, according to The New York Times, 
said he “knew of no reason” why the city 
of Memphis should not build its own 
power plant and that he would favor its 
construction. At the same time he per- 
mitted direct quotation as follows: 


I have nothing at all against local 
ownership of power. I think in many 
cases it is not only a good thing; in 
some cases it has proved to be very ef- 
fective. (It is presumed he is speaking 
here of municipal ownership. ) 


And again, on July 6th, the President 
commented further on the Memphis situa- 
tion in relation to the “sole supplier” 
clause following the announcement of the 
city’s plan to build its own plant. 

Paraphrasing directly from the tran- 
script of the press conference held on that 
day: 

The President recalled that a group 
of Memphis citizens and other TVA 
supporters had first called upon him to 
urge insistently the construction of a 
new steam plant with federal funds. 
The delegation stated that this was the 
only way they could get a plant and 
that the city of Memphis would be 
without sufficient power unless such a 
plant would be built. 


¢ 


& 


The President’s callers then showed 
him that it would be impossible for 
Memphis to build its own plant because 
of the type of contract that TVA had 
made with all of its customers. It was 
an exclusive sort of contract. If you 
take any power from TVA, then you 
may not, under your contract, get any 
power anywhere else. (Emphasis sup- 
plied.) 

Thus it was, the President explained, 
that the Dixon-Yates contract provided 
a solution at that moment. 

He expressed himself, however, as 
delighted that the city of Memphis, or 
any other local community, when it 
comes to the simple building of a power 
station with no flood control, naviga- 
tion, or other factors in it, should do it 
themselves. The President said that do- 
ing it themselves was in accordance 
with the philosophy in which he be- 
lieves. 


Apparently it later developed that the 
captive contract under which Memphis 
was denied power from any other source 
will expire in 1958 and that Memphis now 
intends to exercise its right to be free. 
x alternative solution to meet the prob- 

lem of the expanding needs of the 
area presently served by TVA has been 


“LEGISLATION relating to TVA should be confined to opera- 
tions peculiar to that agency. For that reason I do not suggest 
that any TVA legislation should meet all the various require- 


ments of sound business operations which should be applicable 
to the entire federal power program. Such basic legislation, 
affecting all federal power projects, is badly needed so that the 
80 per cent of our population who do not enjoy but pay for 
the subsidy of the remaining 20 per cent should be relieved of 


this burden.” 
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proposed by the staff of TVA and di- 
videdly sponsored by its board. I refer to 
the pending bills introduced in support of 
the staff proposal submitted to Congress 
on April 4, 1955, by the TVA board, 
suggesting legislation under which TVA’s 
future construction expansion be financed 
by three methods: (a) continuation of 
congressional appropriations; (b) issuance 
of revenue bonds; (c) by legislation per- 
mitting acquisition of additional facilities 
by lease-purchase contracts with nonfed- 
eral agencies to be designed, constructed, 
and operated by TVA personnel or under 
TVA supervision, generally looking to 
eventual physical ownership by TVA. 


— proposal should be looked upon 
in the frame of reference of the pe- 
riod during which it was drafted. 
When the present administration was 
inaugurated and the tentative and neces- 
sarily rudimentary outlines of the partner- 
ship policy were being developed, the 
TVA was clamoring for a new start in its 
steam-generating program. It demanded 
an enormous steam plant to be located at 
Fulton, Tennessee (outside the watershed 
of the Tennessee river ), to take care of the 
requirements of the western end of the 
TVA system which would soon be under 
additional demands from the AEC at 
Paducah. The problem was urgently im- 
mediate, and it was as a solution to that 
pressing problem that the Dixon-Yates 
proposal evolved, the power to be sup- 
plied to the TVA by a private utility and, 
by exchange, delivered to AEC. It was 
never considered as a permanent solution, 
as is indicated in the President’s letter to 
Representative Cole last November. It 
was in this periocd that the TVA staff was 
asked to formulate a plan. 
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Hrs studied the TVA proposal, I 
have come to the conclusion that this 
“remedy” is far worse than the malady. 
Moreover, the modifications proposed by 
the Bureau of the Budget, while vastly 
improving the staff scheme, still perpetu- 
ate and expand some of the basic faults 
in the TVA Act as it has been adminis- 
tered over the past two decades. 

It is worthy of note here that the pres- 
ent impending power shortage impasse 
results from the authority’s own adminis- 
tration of the organic act. 

At the request of the board, Congress 
in 1935 amended the 1933 act and in- 
cluded provisions under which it could 
contract for the sale of power to prefer- 
ence customers under its own “terms and 
conditions.” The same paragraph author- 
ized TVA to regulate resale rates of the 
customers—a sweeping invasion of local 
self-government which is unique to the 
TVA among all federal power agencies. 

The board then executed contracts that 
not only included the “sole supplier” 
clause but also, under its resale control 
clause, provided for the disposition of 
revenues so as to preclude use of such 
funds for financing other municipal oper- 
ations including additional electrical gen- 
erating facilities. 

Thus TVA, by administrative action, 
assumed the total wholesale function and, 
unique among utility systems the country 
over, it became an unregulated monopoly. 

Next the TVA included in 20-year con- 
tracts commitments for the future sale 
of enormous blocks of power well beyond 
its foreseeable capacity from hydroelectric 
sources. As S. R. Finley, general super- 
intendent of the Chattanooga Power 
Board, frankly admitted in his testimony 
before the Senate subcommittee on these 
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The Transition to Local Responsibility 


ce 


. even without cancellation by Congress of TV A’s monopoly clauses, 


a gradual transition would be inevitable in any case over the next twenty 
years if Congress continues to disapprove any new starts for additional 
generating capacity. It happens that in the late thirties most of TVA con- 
tracts were initiated on a 20-year basis. Except for those which have since 
been extended by ten years, these contracts will be expiring in 1958, ’59, 
’60, and ’61. It is now apparent that TVA vastly overcontracted its ca- 
pacity when it executed these contracts twenty years ago. Its customers 
will be unlikely to endanger their future by commitments to new ‘sole 
supplier’ contracts.” 
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bills, the “sole supplier” clause necessi- 
tated the TVA steam-generating business, 
an activity never contemplated by Con- 
gress. 


N°’ the problem is to attempt to bring 

to a halt policies that never should 

have been undertaken in the first place 

and to redirect the program more nearly 

within the framework of the American 
free enterprise system. 

Approached from this standpoint, my 





objections to the pending revenue bond- 
lease purchase proposals may be summa- 
rized simply as follows: 


THE whole scheme should have been 
¢ declared a dead issue on July 11th, 
the day the Dixon-Yates contract was can- 
celed, in favor of the city of Memphis. 
When Memphis showed that it could 
and would free itself from the shackles 
of TVA, a whole new approach to the 
solution of the TVA problem was opened. 
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No valid reason can be presented as to 
why the major municipalities now served 
by TVA cannot economically supplement 
TVA’s power capacity by plants of their 
own. Chattanooga, for example, according 
to Mr. Finley’s testimony, serves an area 
of 500 square miles, has 5,000 customers 
across the river in the state of Georgia, 
and, with a $20,000,000 distribution sys- 
tem is TVA’s largest preferred customer. 
It is in splendid financial position to take 
care of its own needs before the expira- 
tion date of its contract in January, 1969, 
provided it be given due notice—say three 
years—of cancellation of TVA’s “sole 
supplier” and revenue control provisions. 

A program envisaging a halt to TVA’s 
own power expansion in generation and 
transmission does not involve the often 
voiced fear of “destruction of TVA.” As 
steam plants grow obsolete over the next 
twenty or thirty years and are retired, they 
would not be replaced except by locally 
owned facilities, perhaps interconnected 
by TVA’s transmission system, which, of 
course, would remain in existence to inter- 
connect its far-reaching system of hydro- 
electric dams. Transition would take place 
gradually over a long period of time and 
would be so gentle as to be scarcely noted 
from year to year. 

However, there would always be a 
TVA. It would be an agency dedicated to 
the idealistic principles of its founders, 
for the development of flood control, 
navigation improvement, and incidental 
electric power. For many years TVA 
would continue to be the largest single in- 
tegrated utility system in the nation. 


TuEsE bills would give congressional 
* sanction to TVA as an unregulated 
federal public utility monopoly. Such an 
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action would be a congressional corporate 
charter to Socialism. 

True, TVA’s role has been exactly that 
over the past fifteen years or more. But 
this position through the war years and 
since has been maintained on sufferance 
only as a result of administrative action 
extending far beyond the intent of Con- 
gress. Had the present situation been 
spelled out to Congress in 1933 or in 1935 
—the dates of enactment and of first 
amendment—I say with confidence that 
congressional approval would have been 
denied. 

The support of this proposal by the 
American Public Power Association is 
candidly based on the thesis that the bills 
would open the door to further subsidized 
federal power expansion. W. E. Hooper, 
president of that association, in testifying 
to the Senate subcommittee, said his or- 
ganization supports the legislation because 
“the pattern of financing evolved from this 
legislation may well be cited as a precedent 
for federal power systems in other parts 
of the country which supply power to our 
members.” 

The safeguarding provisions insisted 
upon by the Bureau of the Budget may 
make the latter’s bill somewhat more 
palatable than the bold grab for power 
envisaged in the TVA staff version, but 
only by comparison is it a better bill. Both 
of them not only are obsolete but both 
would give congressional sanction to the 
monopoly function of TVA. If TVA, with 
its vast subsidies can enjoy such privileges, 
it is obvious that the spread of Socialism 
will be rapid in the electric power field 
within an early period. 

This is particularly true because of the 
role of the federal government in the de- 
velopment of atomic energy. 
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3 Boru proposals contain a somewhat 
* disguised but nevertheless implicit 
authority for the spread of TVA’s service 
area to a size quadruple its present con- 
fines. 

Interpretation of our laws is guided to 
an important and sometimes controlling 
extent by what is termed “the intent of 
Congress.” In the recent hearings it was 
fully developed that the legal limit under 
existing law—and this would be inter- 
preted as if it were part of the bill—is 
the physically feasible distance of electric 
transmission from any TVA dam. 

This theory was propounded by Gen- 
eral Counsel Joseph Swidler in an official 
opinion to the board, May 5, 1948. As 
witnesses then pointed out, the TVA sys- 
tem at that time had a maximum trans- 
mission capacity of 154,000 kilowatts and 
a maximum transmission distance of 175 
miles. 

Since then, expert witnesses have 
testified that private utilities now have 
transmission systems with a voltage as 
heavy as 330,000 kilowatts, or more than 
double the 1948 TVA capacity. The radius 
of such transmission lines would encom- 
pass an area which would overlap the 
major power systems of virtually all of 
the state of Illinois, including Chicago; 


e 


and Indiana, including Indianapolis. Cin- 
cinnati and Columbus, Ohio, and the in- 
dustrial complex of Cleveland, Canton, 
Youngstown, and Wheeling would fall 
within TVA’s periphery. All of West Vir- 
ginia, the western half of Virginia, as well 
as the city of Washington, and virtually 
all of North and South Carolina would be 
included. The industrial centers of Georgia 
and Alabama, including Atlanta, Mont- 
gomery, and Birmingham, as well as the 
city of St. Louis in Missouri, would be 
on the list. 


——— to Mr. Swidler, there are 

only three requirements that must be 
met to assure expansion to the limits of 
this periphery: (1) expressed local desire 
for participation in TVA’s federally en- 
dowed subsidy rates—a very powerful in- 
ducement indeed; (2) the decision of the 
board of the TVA; and (3) finances to 
supply the necessary generating and trans- 
mission facilities. With the passage of 
either of these bills it may be anticipated 
that, over the years, the geographic mean- 
ing of the Tennessee valley in connection 
with this authority will be lost as it ex- 
tends into the Ohio and Missouri and 
Mississippi as well as the eastern seaboard 
valleys. Then the dynamic free enterprise 


confined ... to the burgeoning program of new starts all over the 


“CONGRESSIONAL objection to TV A’s power expansion has been 
J 


system map. Congress has demonstrated for three years run- 
ning that it wants no part of any more new starts for TVA 
generation. Somehow this distinction has been lost in the shuf- 
fle of TVA debate. Also lost in the same shuffle is the. time- 
honored precedent that Congress almost never leaves unfinished 
those projects it has authorized and for which it has appro- 
priated funds, even in the face of higher costs and changed 


designs.” 
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electric utility system of our country as 
we now know it may be expected gradual- 
ly to disappear. 

Congress should immediately define the 
boundaries of TVA within its present 
service area. 


4 My objections to the issuance of 

* revenue bonds by the federal govern- 
ment for special purposes are not rigid. 

In fact, the Hoover Commission recom- 
mendations in this respect are generally 
acceptable if irrevocably tied to the other 
conditions set out by this great report: 
elimination of any construction of new 
steam plants, full payment of interest and 
principal on the federal investment, an 
adjustment of rates to accommodate full 
federal and state tax obligations similar 
to those charged to private enterprise, and 
delimitation of service area. 

The critical factor relates to the func- 
tion to which such revenue bonds would 
be put. For example, I strongly support 
issuance of revenue bonds for the function 
of providing the national defense and all 
of the people with vitally needed adequate 
national highway interconnection. I can- 
not, however, subscribe to the use of the 
federal credit—and the sponsors of this 
bill admit that the federal credit is deeply 
involved—for a selected group of special 
interest citizens for their special benefit 
at the expense of the balance of the na- 
tion’s taxpayers—except, of Course, in 
cases of disaster, extreme area-wide 
pauperism as in rural slums, etc., none of 
which applies to the burgeoning economy 
of the Tennessee valley area. 


N= can I find myself in ironclad op- 
position to the federal lease- 
purchase or output-purchase proposals as 
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such. In common practice the federal gov- 
ernment rents or leases many forms of 
property. In some cases the government 
enters into long-term leases at the termina- 
tion of which the property is turned over to 
the government either as a condition of 
the lease or for a nominal sum. These are 
standard business practices. However, as 
G. O. Wessenauer, manager of power at 
TVA, stated in support of the lease- 
purchase bill, TVA actually would be 
using the revenues and the credit of the 
federal government to acquire generating 
facilities for which the Congress refuses 
to appropriate funds. Those revenues and 
that credit belong to the United States gov- 
ernment and are not under the private 
domain of the board of TVA. 


Si enen the plan as proposed by this bill 
even a dummy nonprofit corporation 
having no assets of its own could be set up 
for issuance of tax-exempt revenue bonds 
which would be readily salable on the 
basis of a long-term lease-purchase con- 
tract with the TVA. These facilities would 
be in the possession of the dummy corpora- 
tion in name only. It would be designed 
and operated wholly by and within the con- 
trol of the operators of the TVA sys- 
tem. 

These factors have been candidly 
spelled out. Counsel Swidler, explaining 
a provision in the proposed bill under 
which the TVA would undertake the engi- 
neering and design of lease-purchase 
plants, said “before you entered into an 
agreement to pick up the check—you 
would want to be sure that the plant met 
your standards...” (Emphasis supplied. ) 
In the same hearing on July 27th, Mr. 
Wessenauer frankly admitted that the 
lease-purchase plan could be fallen back 
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upon should the $750,000,000 bond issue 
limit become exhausted. 


HUS between the revenue bonds and 

the lease-purchase plan the TVA 
would have virtually inexhaustible re- 
sources to finance its physical and geo- 
graphic expansion. Moreover, under either 
proposal, the federal taxpayer becomes a 
second-class citizen in relation to the privi- 
leged customer of TVA. Revenue bonds 
would be salable at a much lower rate be- 
cause they would be given preference as 
to revenues over returns to the federal 
government, and the holders of the tax- 
exempt revenue bonds issued on the 
strength of TVA lease-purchase contracts 
would enjoy an even higher priority than 
the revenue bondholder. This inferior posi- 
tion arises because funds to meet the lease- 
purchase obligations must come out of op- 
erating expenses which must be met even 
before any revenues would be available 
for TVA’s bondholders. 

The billion dollars of federally invested 
money—$800,000,000 through appropria- 
tions and $200,000,000 from earnings 
which otherwise would have gone to the 


Treasury—are considered in this deal as 
an equity cushion to protect bondholders, 
whereas private utility bondholders re- 
ceive far lower returns on their invest- 
ments as the price of security. The TVA 
proposal would pay the revenue bondhold- 
ers an even higher rate than is proposed 
to be put into the federal treasury for the 
use of its “common stock” investment. 


5 In conclusion, there are many other 
* serious but lesser objections to this 
plan which might be raised if the consid- 
erations just outlined were not in my 
opinion controlling. 

Legislation relating to TVA should be 
confined to operations peculiar to that 
agency. For that reason I do not suggest 
that any TVA legislation should meet all 
the various requirements of sound busi- 
ness operations which should be applicable 
to the entire federal power program. Such 
basic legislation, affecting all federal pow- 
er projects, is badly needed so that the 80 
per cent of our population who do not 
enjoy but pay for the subsidy of the re- 
maining 20 per cent should be relieved 
of this burden. 





walt Be task force which the [Hoover] commission delegated 
to examine paper work within the government found that 
the annual cost ran to $4 billion, and that is a lot of paper. 

“As a matter of fact, it is safe to assume that it is too much 
paper. It is a human reaction for governmental agencies—as well 
as some people—to produce something as an added justification for 
appropriations and salaries. Quite often this takes the form of a 
tremendous outpouring of paper work on the thesis that the greater 
and thicker the variety of reports, the more importance is attached 
to the individual agency or person.” 


—EDITORIAL STATEMENT, 
Los Angeles Times. 
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Selecting Future Management 


Many utility companies have had experience with various and sundry 
management development programs in an effort to produce adequate 
and prompt replacements for existing management. This article 
gives us an interesting account of the results of research for a new 
set of tools to aid in the selection of people for management and to 
measure the human attributes on critical requirements. 


By F. L. (BUD) LARKIN* 
VICE PRESIDENT, WISCONSIN ELECTRIC POWER COMPANY 


SSUMING that utilities, along with 
other American industries, are go- 
ing to be permitted to havea future, 

the selection of people for management 
will, of course, be accomplished. Accord- 
ingly, there is no punch in the above title. 
Utility executives are approving the selec- 
tion of people for supervisory and ad- 
ministrative positions almost every day. 

But, wait—are those responsible execu- 
tives, while shaping the future of their 
companies, still approving the selection of 
people for management by the same 
methods used a generation ago, or have 
they applied to that very important process 
some small fraction of the scientific ap- 
proach lavished upon practically every 
other phase of utility operation? Chances 
are, they have not. 

Why do utilities employ droves of 
skilled, technical specialists to design and 





*For additional personal note, see “Pages with 
the Editors.” 
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create equipment and operating techniques 
to get the utmost efficiency out of mechan- 
ical equipment permitted by up-to-date 
scientific know-how and then fail to use 
simple, valid, scientific procedures to im- 
prove the selection of the most important 
thing they buy—management from fore- 
man to president? Why are such factors 
as length of service, technical ability, 
loyalty, college degrees, etc., etc., still 
dominant as selection criteria when there 
is a vacancy in supervision to be filled? 
Why are we still putting square pegs in 
round holes? Why are we still guessing 
about an individual’s capacity for man- 
agement ? 


I AM definitely not inferring that utilities 

have inferior supervisory organiza- 
tions. In that respect the industry is as good 
as any and better than some. However, 
in a typical company, utility or otherwise, 
I believe that top management will freely 
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admit that some individuals did not work 
out as anticipated ; that in supervisory and 
administrative positions individuals range 
from fair to excellent, and that average 
could be jacked up a few notches if a 
larger proportion of persons selected for 
management in the future turned out to 
be as good as had been expected. 

We know that the stresses and strains 
of industrial management have constantly 
increased during our own tenure of office. 
When we consider that those who carry on 
in the future will have to function in a 
world where every problem will be bigger 
—bigger labor, bigger government, bigger 
construction projects, bigger operating 
and financial problems, bigger successes 
and bigger failures—we cannot afford to 
make mistakes—future management had 
better be good. We, today’s management, 
hold the future in our hands and by ap- 
plying a little scientific know-how where 
it is now sadly lacking, we can be more 
certain that future management will be 
good—very good. 

At least, that is the way we saw the 
picture at Wisconsin Electric Power Com- 
pany back in 1947 when we began our 
venture to translate into the complex field 
of human capacities, personalities, and 
temperaments the same type of inquisitive- 
ness, the same general pattern of research 
and appraisal which, when applied to the 
physical sciences, made the electrical in- 
dustry what it is today. 


© gemeuinlg we had no such lofty ob- 
jectives as the preservation of free 
enterprise and our American way of life. 
We just had a mess of problems in our 
own back yard. Our situation was typical 
of the industry. The supervisory forces, 
and the reservoir of mature technical em- 
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ployees from which the management of an 
electric utility is normally replenished, re- 
vealed the unfortunate results of a long 
dearth of employment which extended 
from the lean depression years through 
the war. In that situation, the usual process 
through which people gravitate toward 
supervisory positions by reason of being 
next in line or in a related job, because 
of demonstrated technical ability, senior- 
ity, loyalty, diligence, etc., was not doing 
a good job. 

In similar situations many companies 
plunged into various and sundry “man- 
agement development” programs, assum- 
ing they had the answer to the apparent 
shortage of competent candidates for man- 
agement. There is nothing wrong with 
such programs, provided they are prop- 
erly constructed and applied, and further 
provided you do not expect too much from 
them. Management development proce- 
dures are like those of the diamond cutter. 
He can take a dark, shapeless mass and, 
by skillful shaping and polishing, come up 
with a fabulous diamond of rare beauty 
and perfection — provided he had a 
rough diamond to start with. If his raw 
material is a blob of glass, he can shape 
and polish it until doomsday but it will 
never be more than a dressed-up chunk of 
a very common material. So it is with 
candidates for management. No amount 
of training or experience will make first- 
class management out of individuals who 
do not possess the basic qualities required 
for supervisory and administrative work. 


S° our obvious conclusion was that we 
should make an intensive search for 
rough diamonds—individuals endowed 
by nature with the essential ingredients 
for management work—and, with a mini- 
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mum of shaping and polishing, they would 
develop themselves. 

The conclusion was simple enough, but 
its fulfillment was immediately confronted 
with some very practical and very real 
obstacles which are also typical of the in- 
dustry. As the organization had grown in 
size and complexity, it had become more 
impersonal and the work performed by 
nonsupervisory and many supervisory 
people had become highly specialized. The 
place might be loaded with potential man- 
agement people who, because of narrow, 
specialized functions, had no opportunity 
to demonstrate their capacity for leader- 
ship. The cream could no longer come to 
the top because size and specialization had 
homogenized our working forces; but, as 
is the case with homogenized milk, we 
knew the cream was there some place. 

Research was undertaken to find and 
adapt a new set of tools to the selection 
of people for management—instruments 
which, when properly used, would pro- 
vide an objective means of measuring hu- 
man attributes in at least five areas— 
basic intelligence, practical judgment, 
natural interests and preferences, aptitude 
for supervisory and administrative work 
(human relations aptitude), and, finally, 
the extremely complex matter of personal- 
ity in terms of known, recognizable psy- 


q 


= 


chological traits and characteristics which 
could affect an individual’s capacity for 
management work. 


yo the average business executive 

hears the word “psychological” or 
“psychologist” he seems to conjure up a 
vision of a myopic long-hair with an arm- 
ful of charts explaining why the schizo- 
phrenic Dr. Jekyl could be Dr. Jekyl when 
he wasn’t being Mr. Hyde. The truth is 
that technical progress has not been con- 
fined to the physical sciences by a long 
ways. 

The social scientists have been mak- 
ing tremendous strides in down-to-earth, 
practical industrial applications of their 
greatly increased knowledge. It is time 
that we get to know them better because 
theirs is the scientific know-how which will 
aid us in building a strong management 
for the future and, incidentally, making 
life easier while we are still pulling an oar. 

Particularly in the utility field where 
large numbers of college-trained people 
are employed and where a high degree of 
technical competence can easily be con- 
fused with management capacity, a skill- 
ful, practical psychologist can be fully as 
valuable as a highly trained professional 
engineer. As a matter of fact, if you get 
the services of the psychologist first, you 


“WHEN the average business executive hears the word ‘psycho- 
logical’ or ‘psychologist’ he seems to conjure up a vision of a 
myopic long-hair with an armful of charts explaining why the 


schizophrenic Dr. Jekyl could be Dr. Jekyl when he wasn’t be- 
ing Mr. Hyde. The truth is that technical progress has not 
been confined to the physical sciences by a long ways. The 
social scientists have been making tremendous strides in down- 
to-earth, practical industrial applications of their greatly in- 


creased knowledge.” 
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will not make so many mistakes selecting 
technical people. 


W: had the basic know-how and the 
trained technicians on our staff who 
had for many years administered a suc- 
cessful selection program at the employ- 
ment level. However, selection in the man- 
agement area for leadership and adminis- 
trative characteristics was something dif- 
ferent and at that time—1947—leading 
authorities on the development and use of 
practical selection procedures indicated 
that the literature on the subject yielded 
“little evidence of the successful use of 
tests in the executive brackets.” Accord- 
ingly, it was not without some misgivings 
that we contemplated the task of integrat- 
ing the relatively unbelieved, unaccepted 
social sciences into the process of selecting 
people for management in a highly tech- 
nical business which had grown and pros- 
pered on the rigid backbone of the engi- 
neering sciences. 

The research and development, the trials 
and errors, the laborious processing of 
volunteer “guinea pigs,” the checking of 
appraisal results against actual perform- 
ance, and the statistical analyses of valid- 
ity consumed three years of groundwork 
before we were confident that we had a 
valid means of appraising management 
capacity and of predicting success or fail- 
ure at various management levels, even in 
people who had never held a supervisory 
position—in fact, in people we had never 
seen before. 

At this point some readers will say 
“malarky” or just plain “nuts.” As a mat- 
ter a fact, that is precisely what the skep- 
tics in our own management said a while 
back. After watching the procedures in op- 
eration for seven years, witnessing the 
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high degree of accuracy in predicting suc- 
cess and failure of people in management 
jobs, and seeing their own groups grow 
stronger, they now think the skeptics are 
“nuts.” 


HE Selection plan is well-balanced. It 

is not a magic formula; in fact, it is 
not even mysterious. Nor is it a gimmick 
that grinds out a “score.” It does not sub- 
stitute automation for human judgment. 
It does direct judgment in appraising the 
capacities of individuals and it does use 
professionally trained and skillful spe- 
cialists in making the final appraisals. 

In order to provide checks and balances, 
the evaluation process has three distinct 
parts. First is the subjective rating of an 
individual by a minimum of three, pref- 
erably five, work associates who are his 
superiors or his peers—never his subordi- 
nates. At least one, preferably two, raters 
should be from outside the employee’s de- 
partment. They know the employee well— 
on the job and frequently off the job. The 
characteristics on which they are required 
to rate an employee are well defined and 
the form is a simple one to use. We use 
the very simple procedure of providing 
a scale for each of eleven characteristics 
subdivided into several degrees from poor 
to excellent on which the rater can place 
a check mark at a point he believes meas- 
ures the degree to which the employee 
possesses a specific characteristic, such as 
mental capacity, judgment, human rela- 
tions aptitude, etc. The rater is also re- 
quired to record his over-all opinion of 
management potential in terms of the vari- 
ous levels of management, such as general 
foreman, superintendent, department 
head, etc. 

This rating procedure is, of course, 
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widely used in industry because it is a sim- 
ple, orderly way of collecting one type of 
information; namely, personal opinions 
—sometimes just impressions. Unfortu- 
nately, such opinions and impressions are 
not consistently reliable, particularly where 
they relate to potential or undemonstrated 
capacities and accordingly should not be 
used as the sole means of evaluating peo- 
ple. We minimize the subjective character 
of ratings by using multiple judgment— 
three to five raters—and also by using two 
additional tools of evaluation which mark 
the point of departure from selection pro- 


cedures ordinarily used. 
:., eae part of the evaluation process 
is what we call the “pattern” or 
“depth” interview. Here we turn to the 
skills of the industrial psychologist be- 
cause we want information which the 
usual superficial interview will not pro- 
duce, at least not in a form or “pattern” 
which can be properly evaluated in terms 
of such characteristics as temperament, 
logic, and insight into leadership and hu- 

man relations problems. 
The typical personnel man and certain- 
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ly the average executive is quite sure that 
he is a good interviewer. I was. I could 
interview a person and get almost all the 
information which was already on the rec- 
ord. When trained psychologists came up 
with hitherto unnoticed strengths and 
weaknesses, foibles and phobias in people 
they had never seen before—but whom I 
thought I knew—and when their conclu- 
sions were found to be valid, it was time 
to admit that if the selection of future 
management were to be made as good as 
possible, the practical psychologist would 
have a very important role to play. 
Although the results of an interview are 
normally classified as subjective criteria— 
that is, opinions or conclusions of the in- 
terviewer—they approach the objective 
when the interviewers are skilled techni- 
cians whose function is conducted in an 
impersonal, professional manner solely to 
obtain “clinical” information which will be 
used as fill-in material—side lights—angles 
later on when the final appraisal is made 
using information from all sources. 





. | ‘HE third, and by far the most impor- 
tant, device for measuring manage- 
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ment capacity is a battery of objective 
tests. We currently use five and are ex- 
perimenting with a sixth. By “objective” 
we mean that the personal element is 
largely removed. A camera is objective 
because it has no malice, no envy, and no 
personal prejudices or opinions. Whether 
the subject is Marilyn Monroe or Tugboat 
Annie, the camera gives an unbiased rec- 
ord and you proceed to make your own 
evaluation of merit. Hence, the tests, hav- 
ing no preconceived notions, scientifically 
explore the areas of basic intelligence, 
practical judgment, personality character- 
istics, natural preferences and interests, 
and human relations aptitudes. 


\. oo the many characteristics of a hu- 

man being which are subject to evalu- 
ation, the intelligence factor—the “IQ”— 
is the most widely used today. The intelli- 
gence tests are among the simplest and 
most valid but the “IQ” alone is, in no 
sense, a reliable indicator of who is, or 
is not, good potential management mate- 
rial. We have all learned that—the hard 
way. Asa matter of fact, some of the case 
histories used to show how far off the beam 
an unguided selection can go, involve lop- 
sided individuals whose IQ was practical- 
ly off the standard scale but that is all they 
had. Excellent people in the right job— 
but not in management. 

The personality analysis is the newest 
tool and one which can be correctly de- 
scribed as “psychological” or “psycho- 
metric.” Its purpose is to reveal facets of 
character not readily observable to the 
rater or interviewer and frequently not 
recognized or understood by the person 
possessing them. The resulting appraisal 
of the individual is of great value as a new 
set of facts to check against what is already 


known about a present employee. It is of 
infinitely greater value in predicting the 
management capacity of a candidate from 
the outside or one who has never had an 
opportunity to demonstrate that capacity. 


Hs developed and validated the 
tools and procedures for appraising 
individual capacity for management work, 
the obvious next step was to find out what 
we already had “in stock” in the executive 
and administrative area. We had been 
painfully aware of some spots where the 
supervisory staff was too thin—no appar- 
ent qualified successors—but this did not 
necessarily mean that there was a net 
shortage of competent management peo- 
ple. What about some of the other groups 
that were keeping very quiet about the 
competence of their younger people? 
Could it be that they were overstocked ? 

The inventory covered every depart- 
ment, division, and group. In its applica- 
tion to individuals the only exemptions in- 
volved those whose future, because of age 
or other factors, was so clearly defined 
that an evaluation would have contributed 
nothing which might affect future 
planning. 

Such a sweeping statement as to the 
scope of the inventory may create a pic- 
ture of a lot of nice people being bull 
whipped into an unwilling and perspiring 
line-up headed for a grueling third degree. 
Actually, among the approximately 600 
individuals “processed,” nearly one-fourth 
were volunteers who had offered to assist 
in the early experimental work; most of 
the others enjoyed the experience and 
were genuinely interested ; a few were un- 
happy about the whole thing. Even those 
who had concluded that their limitations 
were about to be exposed were quite 
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philosophical and good-natured about it. 
All in all, it was a gratifying example of 
how free American men and women ac- 
cept a new idea and take it in their stride. 
The inventory consumed another three 
years—very well spent. Now we really 
had something—a complete “balance 
sheet” of management man power — an 
exhibit of our human assets and liabilities 
and our reserves — so that the few men 
who must assume final responsibility for 
shaping the future could, for the first time, 
see in graphic form the entire supervisory 
force which is spread out over 12,500 
square miles of operating territory. 





lage individual’s folder contains a de- 
tailed analysis indicating whether his 
qualifications and capacities are above or 
below his present position; what poten- 
tial, unused capacity he has for greater re- 
sponsibility; his specific strengths and 
weaknesses; a prediction of his probable 
maximum capacity in terms of job level 
—and reasons why the predictions ap- 
pear justified. Back of all that informa- 
tion are the files of the psychometrists con- 
taining records of interviews, the test 
papers, work histories, ratings, and other 
technical and confidential material. 

Now that really does sound like tying 
tags on a lot of nice people — prejudging 
their future. It is! The basic character- 
istics evaluated seldom change, except pos- 


PUBLIC UTILITIES FORTNIGHTLY 


= 





sibly in later years and for the worse. Be- 
sides, what corporate top management 
does not tie tags on people and prejudge 
their future, almost every day of the year 
—and without the benefit of substantially: 
accurate appraisals which, in this complex 
age, can only be supplied by proven, scien- 
tific methods administered by well-trained 
and competent specialists? 


i MEDIATELY after the inventory of pres- 

ent management was completed, a 
search for future management was under- 
taken among the nonsupervisory—usually 
union-represented—groups. In some areas 
the reserves we needed were found near 
the top of the list of skilled and senior 
workers. In other groups the procedures 
were carried out almost to the bottom. In 
still other groups we found nothing. 
Across the board, we discovered that we 
were rich in good future potential and in 
about the right proportions for the var- 
ious levels of supervision. We cannot use 
them now but we know who and where 
they are and that gives us time to suggest 
voluntary enrollment in training courses 
and to arrange for desirable experience. 
The same procedures are used as a pre- 
employment evaluation of all college- 
trained candidates for employment and 
the results dictate the placement of such 
individuals so that those who appear to 
have supervisory and administrative pos- 


“As an industry, and as a nation, planning future management 
ts a serious business and we cannot long afford the tremendous 
loss of capacity resulting from wasted talent and inferior sub- 
stitutes simply because we have failed to translate into the selec- 
tion of the human element the same progressive thinking and 
the same degree of skill we use in selecting components of 


property.” 
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sibilities will not be permanently assigned 
to highly specialized work. 


S the question naturally arises — in 

what way do the evaluations help 
—what, if any, changes or improvements 
can result from the new management se- 
lection procedures? For one thing, we 
have stopped operating a burial ground 
for management talent. In this company 
or any other organization with a sizable 
group of employees, there is no real short- 
age of competent people for management, 
but you have to find them. On the other 
hand, there is no great surplus of talent, 
especially top-shelf stuff, so it is important 
to seek out and develop what we have. It 
is a very heart-warming experience to 
“discover” management talent buried in 
places where, in all probability, it would 
have remained buried and unused if the 
means of discovery had not been devel- 
oped. The total discovery was great and 
the most frequent causes of burial, which 
exist in all companies, were: 


Seniority rules and practices, like 
the 55-year-old man who at the 
time of his evaluation in 1953 had 
worked for thirty-two years on a man- 
ual bench work job. His capacity for su- 
pervisory work could not be demon- 
strated on the job and promotions had 
gone to senior men. He is now in a 
position equivalent to general foreman. 

Geography—located at remote area 
headquarters, like the young fellow in 
a minor supervisory position located 
250 miles from the main headquarters. 
He was practically an unknown quan- 
tity, now slated to understudy a cor- 
porate officer—he is that good. 

Jealousy or prejudice, like the fellow 
who worked under a dominant superior 
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who kept him submerged and out of 
competition—now superintendent over 
a large group of public contact people. 

Specialization, an increasingly serious 
cause of burial for management talent, 
like the highly specialized accountant 
whose tests and interviews at the end 
of 1952 showed a high degree of frus- 
tration and a high level of management 
competence—now superintendent over 
a mechanical, service group. 


HE most immediate effect of the new 

procedures was that the predictions 
drawn from evaluations either avoided 
mistakes in making promotions and trans- 
fers or acted as object lessons on how to 
avoid mistakes in the future. Typical are 
predictions that individuals will succeed or 
fail in a given situation; predictions that 
apparently minor personality traits would 
become progressively destructive if super- 
visory authority were granted ; predictions 
that certain “radicals,” ‘‘bad actors,” and 
“tough guys” are acting that way due to 
sheer job frustration and would make 
good supervisory people; an occasional 
prediction of an actual mental crack-up if 
given added responsibility ; and many oth- 
ers—proved to be correct by the passage 
of time. Not with 100 per cent accuracy 
—but much higher than heretofore pos- 
sible. 

Some predictions are proved correct by 
simply doing what is recommended. Oth- 
ers are proved correct the hard way—by 
someone going contrary to the recom- 
mendations. Both things happened and al- 
though some of the results of ignoring 
predictions were temporarily unfortunate, 
they served, as part of a growing-up 
process, to confirm the validity of the 
evaluation procedures. 
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On the matter of future planning, any 
company knows the requirements of su- 
pervisory and administrative positions 
with substantial accuracy. Accordingly, 
if we can now evaluate the capacities of 
individuals with considerable accuracy— 
which we can—we have, in effect, turned 
on the lights in the area of future plan- 
ning of management where we used to 
grope for want of clear-cut information. 


ie the planning of future departmental 

and divisional managements, we first 
set up for five years ahead “certain” and 
then ten years ahead “tentative.” To a 
much greater extent than heretofore pos- 
sible, the building of future management 
groups involves transfers across divisional 
and departmental lines, which gives a ter- 
rific boost to general morale. 

We work primarily on the basis of fu- 
ture vacancies due to normal retirements. 
We know that unforeseen events, such as 
death, illnesses, resignations, transfers, 
etc., will require many changes in our 
“certain” and “tentative” organizations, 
but where that occurs we do not have to 
go back and start all over because we have 
adequate information on one or several 
competent alternatives in the same or 
closely affiliated group, or perhaps in some 
remote fringe of the territory. People can- 
not get lost and if their development is 
neglected that failure cannot be due to 
lack of information as to their potential. 
Training courses, management develop- 
ment programs, and job rotations never 
did anyone any harm, but they are expen- 
sive. With more accurate information 
available as to the probable maximum ca- 
pacity of individuals there is no justifica- 


tion for hit-and-miss, trial-and-error de- 
velopment programs. Each move for 
training and experience purposes can be 
planned and an approximate time sched- 
ule prepared with much greater assurance 
than heretofore possible that the results 
will be as predicted. 


— Wisconsin Electric Power Com- 
pany program for management selec- 
tion is not, and never will be, perfect. 
However, it has repeatedly demonstrated 
increased probability that individuals in 
management will be assigned duties and 
responsibilities for which they are best 
fitted. It has substantially ruled out the 
danger of promotions, or failures to pro- 
mote, based upon favoritism or prejudice. 
It has removed much of the guesswork 
from the process of intelligently planning 
management succession. Most important, 
it has greatly minimized the possibility 
that well-qualified people will remain in 
blind alleys—unknown. 

As an industry, and as a nation, plan- 
ning future management is a serious busi- 
ness and we cannot long afford the tre- 
mendous loss of capacity resulting from 
wasted talent and inferior substitutes sim- 
ply because we have failed to translate in- 
to the selection of the human element the 
same progressive thinking and the same 
degree of skill we use in selecting com- 
ponents of property. The time for bring- 
ing the application of the social sciences 
into phase with the physical sciences is 
long past due. A worth-while starting 
point is in the selection of people for man- 
agement. The best proof that it can be 
done is that it has been done — and it 
works, 
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Public Relations—the 
Invisible Giant 


The very intimate contact of public utility operations 

with the daily lives of the entire population under- 

scores the importance of continued and concentrated 

application of the best thoughts .and techniques of 
sound and improved public relations. 


By BOOTH MOONEY* 


T the base of a statue standing in 
front of the National Archives 
building in Washington, D. C., 

these words are engraved: “What is past 
is prologue.” The thought is universally 
sound. It seems peculiarly suitable for ap- 
plication to the business of operating pub- 
lic utilities in the United States. 

During the last quarter of a century our 
utilities have been faced with a tremen- 
dous and many-sided task. They have 
come through magnificently, meeting war- 
time and peacetime challenges of great 
magnitude. They are responding fully to 
the unprecedented demands being made on 





*Public relations consultant, resident in Washing- 
ton, D. C. For additional personal note, see “Pages 
with the Editors.” 
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them today. If it is indeed true that the 
past is prologue, then the record the utili- 
ties have made up to now constitutes re- 
assuring evidence that they will not falter 
in meeting the even greater responsibilities 
of the future. 

These responsibilities include, as a mat- 
ter of course, the providing of more and 
better utility service to a fast-growing and 
increasingly urban population. That basic 
function, it may be predicted with confi- 
dence, will be performed. But there is 
more the industry must do. There are 
other responsibilities which face the pri- 
vately owned utilities. 

One of these is that of making full use 
of the invisible giant of the business 
world—public relations. 











PUBLIC RELATIONS—THE INVISIBLE GIANT 


Why “invisible giant”? The term is 
apt: Invisible because the mechanics of a 
public relations program must remain un- 
seen from the outside if the program is to 
be effective in the greatest possible degree ; 
giant because the force of a soundly con- 
ceived and properly executed public rela- 
tions program is literally immeasurable. 


ikon utility industry has learned a 
great deal about the vast potentialities 
of this unseen force. During these last 
twenty-five years, a period in which the 
industry has marked up such extraordinary 
accomplishments, public relations has 
come to be accepted as a major responsi- 
bility of industrial management. That is 
true of American business in general, and 
it is true of the utility business specifically. 
Nearly all important decisions made by 
management nowadays have public rela- 
tions implications, one way or another. So 
far as public utilities are concerned, the 
nature of managerial decisions is always 
likely to have a profound effect on regula 
tory and legislative problems confronting 
the industry. It is thus of the utmost im- 
portance that the utilities consistently 
place their best public relations foot for- 
ward. 

Fortunately, they make a practice 
for the most part of doing precisely that. 

The elements involved in the make-up 
of a sound public relations program are 
many and diverse. But there can hardly 
be any debate regarding which element is 
of primary importance. It is a sound 
management policy. 

This means simply that a specific public 
utility—and the utility industry as a whole 
—must recognize and be prepared to meet 
the responsibilities it has toward its em- 
ployees, its stockholders, its customers, the 
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community or communities it serves, and 
the public in general. This is the founda- 
tion upon which, through the knowledge- 
able use of available channels of com- 
munication, a strong and valuable public 
relations program can be built. It is, as a 
matter of fact, the only lasting foundation 
upon which such a program can be built. 


N°? modern management would advo- 

cate or follow policies having about 
them any hint of the “public be damned” 
attitude which was the theme song of the 
muckrakers of yesteryear. It is no less 
important that management avoid the ap- 
pearance of seeking to emulate the cring- 
ing oiliness of the character immortalized 
by Dickens as Uriah Heep. Either ex- 
treme is bad—bad for the industry and 
bad for the nation. 

This is simply to say that the utility in- 
dustry, having an affirmative story to tell, 
should tell its story in an affirmative fash- 
ion. The telling of the story is a function 
of public relations. 

Utility executives have learned through 
experience that there are several distinct 
and important audiences for this story. It 
is essential that each of them be reached. 

One audience is composed of employees. 
Utilities have been notably successful in 
reaching this audience. The average util- 
ity employee is proud of the company for 
which he works. He knows utility service 
is a vital factor in the lives of his neigh- 
bors and all the people in the community. 
He feels his own efforts represent a defi- 
nite contribution in the rendering of that 
service. This average worker is therefore 
the best of all public relations representa- 
tives of the company. He is an essential 
link in the chain of good will which the 
company seeks to bring into being. 
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NOTHER audience for the affirmative 
story the utility industry has to offer 
is made up of all the people living in in- 
dividual communities — leaders of public 
thought, customers, potential customers. 
The whole population of the United States 
comprises yet another audience for the in- 
dustry’s story. And another is the govern- 
ment itself on its various levels. 

It is obvious that these audiences over- 
lap and intermingle. One affects another 
—as when a town plant manager, a mem- 
ber of the employee audience, makes a 
speech before a local civic club, or when 
a utility customer communicates his view 
of the service rendered him to a member 
of the city council or to his representative 
in the state legislature. 

Even though this kind of overlapping 
and merging exists, the industry cannot 
afford to neglect any one of these audi- 
ences. Each of them must be given special 
attention. 

The goal of the utility industry is to 
create that climate of public opinion which 
is most favorable to the smooth-running 
operation of sound management. The pub- 
lic relations program which accomplishes 
this purpose may be accounted successful. 
And by this measuring stick the public re- 
lations program of the utility industry 
ranks high. 


¢ 


& 


Understanding is the keynote of the 
right kind — the successful kind — of 
public relations program. Nothing can be 
substituted for understanding. Most peo- 
ple have a tendency to shy away from the 
unknown. If they feel they are being sub- 
jected to an influence the nature of which 
they do not comprehend, they are likely to 
become suspicious and resentful of that 
unknown force. They will resist it. 

Conversely, these same people may be 
expected to lend their support to policies 
which are clearly explained to them — if 
they are sound policies. They will co- 
operate in the attainment of business or 
individual objectives—if they are worthy 
objectives—which they have been caused 
to understand. 

This is not merely a theory. Public 
opinion surveys have shown time and time 
again that public attitudes regarding spe- 
cific issues change with the gaining by the 
people of a sympathetic understanding of 
the facts. This is of vital significance to 
the utility industry, since, finally, the peo- 
ple generally are the guiding force back of 
government policies, at whatever level, 
which affect the operations of public 
utilities. 


HE line of communications between 
the industry and its several audiences 


“DurING the last quarter of a century our utilities have been 
faced with a tremendous and many-sided task. They have come 
through magnificently, meeting wartime and peacetime chal- 


lenges of great magnitude. They are responding fully to the 
unprecedented demands being made on them today. If tt ts 
indeed true that the past is prologue, then the record the utilities 
have made up to now constitutes reassuring evidence that they 
will not falter in meeting the even greater responsibilities of 


the future.” 
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must be kept open. It goes without saying 
that this is a two-way function. The ideal 
public relations program makes adequate 
provision for listening to the people as 
well as talking to them. Industry must try 
to learn as well as strive to inform. Of 
course it is important to a given company 
for its policies, aims, and attitudes to be 
understood by the company’s employees, 
customers, and neighbors. But it is of no 
less importance that the problems and 
views of these groups be understood by 
the company management. 

Understanding is necessary. It must be 
reciprocal understanding. 

Use of all the communication devices 
available to management has the single 
purpose of furthering understanding. The 
glossiest brochures, the most carefully pre- 
pared advertisements, the most profes- 
sionally skillful television and radio pro- 
grams, the best house organs, the most 
thought-compelling public addresses by 
company personnel—all these fail of their 
basic objective if they do not foster under- 
standing back and forth between the com- 
pany and the audiences it is endeavoring 
to reach. 


HE over-all public relations problem of 

the utility business—that is, the prob- 
lem of promoting reciprocal understanding 
—is as vast as the industry itself. This 
problem has many facets, assumes varied 
forms. It encompasses numerous en- 
deavors—from dealing effectively and ina 
friendly fashion with members of a mu- 
nicipal governing body which must pass 
on a town plant rate increase to exerting 
proper and beneficial influence on the for- 
mulation of nation-wide policies affecting 
the whole far-flung industry. No aspect 
of the problem can in sound judgment be 


+ wy 


neglected. And, above all else, whatever 
complexities may arise in connection with 
meeting the problem must not be allowed 
to obscure the basic objective. 


Senne ge often—we hear it said 
that public relations may be considered 
a tool of business. 

The statement is dangerous. If it 
should be accepted at face value, the utility 
industry would never be able to realize the 
full potentialities of its public relations 
program. For public relations is not a me- 
chanical thing. Public relations is not a 
blueprint. Public relations is more than 
an instrument—more than a mere tool of 
business. 

Ideally, public relations is an active 
partner in business. The truth of that 
statement is evident when deliberate con- 
sideration is given to the nature of the 
elements which rightly enter into the util- 
ity industry’s public relations endeavors. 

The attitude of management toward its 
public and social responsibilities must be 
accorded first consideration. It is up to 
management to establish this attitude. It 
is up to the public relations executive or 
consultant to advise management as to the 
probable effects of the attitude established. 
That is clearly the function of a partici- 
pant, not that of a tool. 

This applies also with respect to specific 
policy decisions by management about 
matters affecting the public interest. It 
applies further to the carrying out of these 
decisions. The public relations people 
then have the responsibility—or certainly 
ought to have it—of providing manage- 
ment with logical reasons for or against 
making public release of all or part of the 
information regarding the decisions and 
the manner of their execution. And then, 
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The Free Enterprise Theme for Business 


— is the rightful theme for business spokesmen—freedom of 
enterprise, freedom in government, individual freedom. This is the 
three-legged stool on which our American system stands. Our business 
world of private enterprise—and free because it Is private—must not 
shirk in any degree its duty of continually placing before the people the 
facts of life about this dynamic economic system. The nature of the utility 
industry is such that it should assume an especially large share of this 
responsibility.” 
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of course, it is a function of public rela- 
tions to communicate management’s mes- 
sage to the public, or the several publics, 
at whom it is directed. 


N™ these steps are not ends in them- 
selves. They are not wheels going 
around just for the sake of motion. If 
they are so regarded, then management is 
not getting its money’s worth for its pub- 
lic relations expenditures. The steps out- 
lined above, if they are properly taken, 
definitely lead somewhere—and that some- 
where is a point at which the recipients of 
management’s message will accord a sym- 
pathetically understanding hearing to the 
facts presented. 
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In other words, the aim of a public rela- 
tions program is, quite simply, to influence 
public opinion. The program has no other 
excuse for being. There is no reason for 
trying to ignore this fact or to gloss over 
it. There is nothing to be ashamed of in 
it. 

Public opinion has the last word in a 
country such as ours. That being the case, 
the utility industry needs to seek and has a 
right to seek public understanding as a 
means of winning public approval of its 
own operations. 

There is, to be sure, more to it than that. 
Business management in America has a 
public responsibility extending beyond it- 
self—a responsibility to a society geared 
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by competition, to an economic system 
based solidly on free enterprise and pri- 
vate initiative. 


iy is both ironic and alarming that in 
this nation of unprecedentedly high 
living standards and unsurpassed personal 
freedom there should exist a vast area of 
ignorance concerning the workings of the 
economy which makes those living stand- 
ards and that personal freedom possible. 
This is a dangerous state of affairs. Ef- 
forts to correct it must be carried forward 
continuously if our free enterprise system 
is to survive. 

Perhaps nothing in the world is more 
terrifying than ignorance in action. We in 
this nation have on occasion witnessed 
this appalling phenomenon. At times the 
smog of misinformation and lack of in- 
formation have extended upward into our 
highest governing bodies and our most 
respected educational institutions. 

Economic illiteracy must be fought hard 
and constantly if only because its end 
product is too often corrosive, unthinking 
social unrest. We must make certain that 
the people of the United States are never 
so misled as to vote the country into eco- 
nomic disaster. 

American business as a whole speaks 
through its public relations programs. The 
combined over-all program is thus the 
most effective means business has of trans- 
lating and interpreting the facts of busi- 
ness operation to the intellectual and 
political leaders of the nation and to the 
body of the American people as well. 

Freedom is the rightful theme for busi- 
ness spokesmen—freedom of enterprise, 
freedom in government, individual free- 


dom. This is the three-legged stool on 
which our American system stands. Our 
business world of private enterprise—and 
free because it 7s private—must not shirk 
in any degree its duty of continually plac- 
ing before the people the facts of life 
about this dynamic economic system. 


Shine nature of the utility industry is 
such that it should assume an espe- 
cially large share of this responsibility. It 
is a service industry which reaches daily 
into the homes of the people. It is an in- 
dustry depending heavily on public under- 
standing and good will for its continued 
progress. It is an industry which, at its 
best, exemplifies the highest and most 
praiseworthy tenets implicit in the doctrine 
of free enterprise. 

Moreover, fortunately for itself and for 
the nation, it is an industry boasting an 
exceedingly high percentage of enlightened 
and forward-looking executives at the top 
management level. These men of imagina- 
tion recognize the indispensable value of a 
continuing and ever-expanding effort to 
place their story in all its ramifications 
before the public their companies serve so 
well. 

This is valuable knowledge they possess. 
The utility industry itself benefits from its 
application. So does American business as 
an entity. So, indeed, do the people as a 
whole—in the added comfort of everyday 
living and in their intensified awareness of 
the advantages the free enterprise system 
possesses over any other economic system 
devised by the mind of man. 

The invisible giant that is public rela- 
tions has been put to work by the utility 
industry for the general good. 
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McKay Fights Back 


I* a fighting speech delivered in Port- 
land, Oregon, on August 24th, Secre- 
tary of Interior McKay hit back at what 
he said were “misleading and false state- 
ments made for partisan political advant- 
age.” Speaking before the Portland chap- 
ter of the Izaak Walton League, the Sec- 
retary reviewed the department’s policy 
and practices in the fields of conservation 
and resources work. 

He said the sprawling Pacific North- 
west Bonneville Power Administration, 
far from being dismantled as some 
political opponents said it would be under 
the Eisenhower administration, has sub- 
stantially expanded its facilities and serv- 
ice. He said that since he has been Secre- 
tary, Bonneville has collected more than 
$7,000,000 in net revenue, has integrated 
a total of 1,260,000 kilowatts of federally 
produced power into the system, and has 
built 1,000 miles of transmission lines and 
34 new substations. 

“Although I am an advocate of hydro- 
electric development, I have opposed con- 
struction of dams where damage to wild 
life, fish, or recreation will exceed the 
power benefits,” McKay said. 
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the Utilities 


On the subject of proposed hydroelec- 
tric development in Echo Park, he said the 
late President Roosevelt’s order creating 
Echo Park made reservation for possible 
later hydro development. “In view of this 
reservation and the need for the compre- 
hensive development of the Rocky moun- 
tain region, the department could not op- 
pose the Echo Park undertaking” in the 
Colorado river project, he said. 


a bape said there had been speculation 

in some quarters on whether the de- 
partment intends to “give away” several 
waterfowl and big game refuges. These 
refuges, as well as national parks and 
forests, he said, are an irreplaceable na- 
tional asset. “I feel strongly that these re- 
sources of which the federal government 
is the guardian on behalf of all the people 
should and must be preserved,” he said. 
The government will not surrender “any 
natural resources that should remain in 
the custody of the people.” 

He added that his department has not 
and should not be a party to imposing state 
Socialism on that portion of the economy 
that can best be developed through in- 
dividual and local enterprise. 

Discussing the so-called “tidelands,” 
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McKay said that since the law was enacted 
affirming state ownership of the tidelands, 
a total of $250,000,000 as bonus payments 
in oil and gas leases executed, plus ground 
rentals, had been turned into the Treasury. 


¥ 


Fast Start on Gas Bill? 


| geen hig of the House-approved 
Harris Bill to exempt independent pro- 
ducers from full FPC jurisdiction are go- 
ing to have a difficult tactical decision to 
make before Congress meets again in 
January. In a word, the decision is whether 
to throw everything into a bold “blitz” 
attack in the Senate right after the session 
opens, or try to dicker with the bill’s op- 
ponents on getting the bill to a vote later 
on in the session. 

It is conceded even by the bill’s op- 
ponents that there are ample votes in the 
Senate to pass the bill if it could be brought 
to a vote immediately. The bill has been 
reported favorably by the Senate Inter- 
state Commerce Committee and is now 
on the Senate docket where it could be 
taken up by the sympathetic majority 
leadership. But there the catch comes in 
the form of a tough core of opposition 
Senators, including many prominent 
Democrats from such “consuming” states 
as Tennessee, Illinois, Minnesota, New 
York, and New England states. Experi- 
ence has shown that twenty determined 
Senators can delay indefinitely the Senate 
passage of a controversial bill, such as the 
proposed fair employment practices legis- 
lation. 

What the majority leadership fears in 
this case is that such extended debate 
would engender considerable bitterness 
and could even stir up a party split on the 
eve of its national convention—a split 
which could wreak damage on the so- 
called “utility give-away” issue which the 
liberal Democratic wing has been building 


up so tenderly—probably in default of 
more nourishing issues. True, the “utility 
give-away” issue is based mainly on the 
public power question, with such overtones 
as Dixon-Yates and Hell’s Canyon. But 
passage of or even identification of its 
leadership with a bill which is supposed 
to increase the price of gas to millions of 
American gas consumers (according to 
the favorite arguments of the bill’s pro- 
ponents) could embarrass if not plague 
the Democrats during the coming cam- 


paign. 


NDER those circumstances, there 
would be considerable temptation on 
the part of the Senate leadership to shove 
the whole question aside for another year, 
or until after the campaign and the presi- 
dential election are out of the way. At this 
writing it would appear, therefore, that 
the most likely strategy for the bill’s 
friends would be to get on the ball right 
after the session whistle blows, and to try 
to get it to a floor vote in January, if pos- 
sible—before the opposition can generate 
much steam on its own. The only trouble 
with that is the opposition might generate 
a good bit of steam between now and next 
January. 

It is a difficult choice—whether to throw 
everything into one grand offensive or 
play the bill more cautiously in the hope 
of better breaks at a later time. One thing 
is certain. If the bill does come up in the 
Senate and then has to be set aside because 
of “extended debate” and “pressure of 
other major matters” (the usual euphe- 
misms used by the Senate leadership when 
the FEPC bills have to be set aside peren- 
nially), the chances for satisfactory gas 
producer legislation—ever—would _ be- 
come very small indeed. 


. i ‘HE production industry lawyers are 
facing even more difficult problems 
than the legislative tacticians. They have 
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to solve the problems of what to do about 
the FPC if the bill fails to become law, 
and an almost equally puzzling alternative, 
what to do about the FPC if the Harris 
Bill does become law. Offhand, one might 
think that passage of the bill would settle 
the FPC problem of the production indus- 
try. But such is far from the case. 

Assuming that the Harris Bill passes 
and becomes law in substantially the same 
form in which it passed the House by a 
narrow margin of six votes, producers will 
still have to comply with some preliminary 
regulations and perhaps continuous in- 
spection—just to enable the FPC to de- 
termine whether it has jurisdiction. In 
other words, producers who still regard 
this legislation, in its present form, as an 
automatic exemption from all FPC con- 
trols, could be in for a sad awakening. 
Legal observers recall a similar situation 
following passage last year of the Hin- 
shaw Bill. Under that law, intrastate dis- 
tributors of natural gas not for resale, sup- 
posedly exempted from FPC controls, 
found that (under FPC regulations) they 
virtually had the burden of proving to 
FPC their particular right to enjoy the 
exemption. To do that, in itself, required 
a certain amount of submission to FPC 
inspection and control. 


i the case of the producers affected by 
the proposed producer legislation 
(Harris Bill type), it is assumed that the 
commission will have to make rules to aid 
in the clarification of the boundaries of the 
jurisdictional exemptions—particularly in 
the case of escalation contracts. Permanent 
review procedures would be needed, in all 
probability, to account for periodic 
changes in producer status. Such rule 
making would almost inevitably lead to 
test litigation in the courts. What the 
courts might decide or interpret regarding 
such regulations, no one can guess. Ex- 


SEPTEMBER 15, 1955 


perienced lawyers in the field well remem- 
ber the vigorous opinions of the U. S. 
Supreme Court members in the Phillips 
Case. 

It may be somewhat lese majesté to sug- 
gest that the highest tribunal would even 
indulge in any action remotely suggesting 
personal pique. But lawyers generally 
agree that (“ceteris paribus” as the 
lawyers would say) the federal courts 
have not traditionally been too enthusias- 
tic or sympathetic about what some cynics 
might bluntly call “nullification legisla- 
tion” (to overrule previous court deci- 
sions). In fact, such laws generally en- 
counter pretty strict “construction” when 
and if they get back into the courts on 
test appeals. 


Stoking up the “Power Issue” 


—— Democrats are preparing a 
major assault on the administration’s 
power policies in obvious hopes of creating 
a vote-making issue for the 1956 elections. 
To keep the Dixon-Yates controversy, al- 
ready worn somewhat thin, in the public 
eye, from fading away, the spotlight will 
be turned on the broader aspects of the 
administration’s power policy, regarded 
as politically vulnerable. 

Beginning this month, two Senate sub- 
committees will conduct joint hearings on: 
(1) the controversial FPC decision in the 
Hell’s Canyon Case — authorizing the 
Idaho Power Company to build three dams 
on the Snake river which would knock 
out any further possibility of a single fed- 
eral high dam; (2) the status of and facts 
surrounding the proposed merger of Puget 
Sound Power & Light Company and 
Washington Water Power Company; (3) 
the Interior Department’s policies with 
respect to the “preference” clause for pub- 
lic agencies at federal hydroelectric plants ; 
and (4) the administration’s partnership 
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program. The hearings will be conducted 
by the Senate Judiciary antimonopoly 
subcommittee, headed by Senator O’Ma- 
honey (Democrat, Wyoming), and the 
Interior Committee’s Subcommittee on 
Reclamation and Irrigation, headed by 
Senator Anderson (Democrat, New 
Mexico). 


N the House, the attack on power 
policies and programs was to be led 
by the Government Operations Subcom- 
mittee, headed by Representative Chudoff 
(Democrat, Pennsylvania). The group 
planned to hold public hearings in cities 
in four different power areas between Au- 
gust 29th and September 15th. These were 
scheduled to open in Springfield, Missouri, 
August 30th, with testimony from co- 
operatives and municipal systems in Mis- 
souri, Arkansas, and Oklahoma on South- 
western Power Administration operations 
and policy, which Democratic members of 
the subcommittee charge have compelled 
the co-operatives in some instances to in- 
tegrate with private utility systems, al- 
legedly resulting in higher rates to con- 
sumers and the eventual destruction of 
public power systems. 
The House group was to go to Atlanta, 
Georgia, on September 2nd. 


» 
No “Hurricane Session” Likely 


a session of Congress to meet 
the northeastern flood emergency re- 
sulting from rains following the twin 
hurricanes “Connie” and “Diane” was not 
expected to materialize. This, of course, 
would have given President Eisenhower an 
opportunity to put before Congress once 
again, the highway legislation which he 
requested earlier. The President promised 
six governors of the flood-damaged states 
that he would talk immediately with con- 
gressional leaders about the need for call- 


ing a special session of the Congress. 

Federal resources will be placed at the 
disposal of the wrecked areas in an effort 
to restore communications and public 
facilities. The federal-aid program will be 
directed principally toward repair and re- 
habilitation of public water systems, 
streets, schools, and clearance of debris 
and litter where it is a health and safety 
hazard. Much of this work may be done 
under the direction of Civil Defense Ad- 
ministrator Val Peterson. 

Utilities and other seriously damaged 
businesses in the disaster areas were 
qualified to apply for emergency loans to 
the Small Business Administration, which 
inherited this particular responsibility 
from the old Reconstruction Finance Cor- 
poration. 

Congressional leaders, generally cool to 
the special session idea, are considering 
alternative presidential authority for tak- 
ing care of disaster relief. Senator Hayden 
(Democrat, Arizona), of the Senate Ap- 
propriations Committee, and Representa- 
tive Cannon (Democrat, Missouri), his 
opposite number in the House, raised the 
interesting possibility that the President 
might transfer funds appropriated for 
rivers and harbors and specific flood re- 
lief projects. Cannon referred to the funds 
assigned to the Army Corps of Engineers 
for reconstruction work. 

If such funds are diverted, however, it 
would mean a slow up of construction ac- 
tivity on the projects planned in other 


* areas for the relief of the flood-devastated 
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New England and mid-Atlantic coastal 
areas. If such transfer of funds should be 
made with the informed approval of the 
majority leaders in Congress, the em- 
phasis on emergency relief in the East, 
compared with what has become routine 
project spending in the West, will be 
demonstrated not only to the Congress- 
men but to their area voters as well. 
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Gary-General Telephone 
Merger 


HE big news in the communications 

industry world last month was un- 
doubtedly the announcement of a pending 
merger of the nation’s two largest non- 
Bell telephone systems—General Tele- 
phone Corporation and Theodore Gary & 
Company. Stockholders of both com- 
panies will be asked to approve the plan 
at méétings scheduled for September 29th. 
The proposal is also subject to the ap- 
proval of the Securities and Exchange 
Commission. 

If consummated, the merger will create 
a system serving about 2,500,000 tele- 
phones in 30 states, with large stock in- 
terests in telephone companies outside the 
United States, and with manufacturing 
operations in Canada and Europe, as well 
as in this country. After the merger, Gen- 
eral Telephone would have assets that are 
now approaching the $700,000,000 mark 
and are expected to pass that figure by the 
end of the year. 

Among the properties acquired by Gen- 
eral Telephone would be Automatic Elec- 
tric Company, the country’s largest manu- 
facturer of telephone equipment with the 
exception of the Bell systern’s Western 
Electric Company. Automatic Electric is 
a Gary subsidiary and operates plants at 
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Brockville, Ontario, Antwerp, Belgium, 
and Milan, Italy, as well as in this country. 
It is credited in the industry with having 
pioneered the development of dial tele- 
phones and automatic switching equip- 
ment. General Telephone also has a manu- 
facturing subsidiary, Leich Electric Com- 
pany. 

Theodore Gary & Company controls 
two subholding companies, Continental 
Telephone Company and Associated Tele- 
phone & Telegraph Company. Practical- 
ly all Gary telephone properties are op- 
erated by subsidiaries of Continental, 
while Associated owns Automatic Electric 
and a few scattered telephone properties. 
Gary has a 51 per cent interest in Con- 
tinental, 77 per cent in Associated. Gary 
also holds, through control of Anglo- 
Canadian Telephone Company, a 37.5 per 
cent stock interest in British Columbia 
Telephone Company, serving more than 
350,000 telephones in British Columbia. 


a General Telephone and the Gary- 
controlled Continental Company con- 
duct their telephone operations through 
subsidiaries organized on a territorial 
basis. Both systems operate, sometimes 
with adjacent territories, in eight states: 
Texas, Oklahoma, Wisconsin, Illinois, 
Michigan, Indiana, Ohio, and Kentucky. 
In addition, General Telephone has opera- 















tions in thirteen states: Montana, Wash- 
ington, California, Idaho, New Mexico, 
Arkansas, Louisiana, West Virginia, Vir- 
ginia, Pennsylvania, New York, Vermont, 
and New Jersey. Continental has service 
in nine others: Nebraska, Kansas, Iowa, 
Minnesota, Missouri, Tennessee, Georgia, 
North Carolina, and South Carolina. 

The largest minority of Continental 
stock not under Gary ownership is widely 
held by the public. The smaller non-Gary 
minority holdings in Associated is said to 
be in the hands of only a few persons. 
While the exchange offer in the pending 
merger plan is only for stock of the par- 
ent Gary Company, possibility was seen 
that General Telephone might move ulti- 
mately to acquire Continental and Asso- 
ciated stock now in the hands of outsiders. 
There was no confirmation of such an in- 
tent, however. Most of General Tele- 
phone’s present subsidiaries are wholly 
owned, with only a few very small minor- 
ity interests outstanding. 


6 dur merger plan was announced joint- 
ly by Donald C. Power, president of 
General Telephone, and Frank S. Spring, 
chairman of Gary. It provides for Pow- 
er’s continuance as president of the en- 
larged company. Spring would become a 
director of General Telephone Company. 
Theodore S. Gary, president of Gary Com- 
pany, and grandson of its founder, would 
become a director and vice president of 
General Telephone. A. E. Carlson, Gary’s 
executive vice president, would become a 
vice president of General Telephone. 
The two executives, Power and Spring, 
joined in saying that the merger would 
“result in a better integrated and more ef- 
ficient telephone operating system,” 
strengthened by manufacturing activities. 
Presumably a later step, after the merger 
is completed, would be the consolidation of 
some of the territorial operating sub- 
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sidiaries of the two systems, where they 
are in adjacent areas. 


[ the merger is consummated, General 
Telephone will have total assets of 
$639,444,000 and do an annual business 
of $307,000,000 on the basis of 1954 rev- 
enues. 

It will still be exceeded, however, by 
the huge Bell system, which has assets 
of more than $11 billion and operates 44,- 
000,000 telephones. 


« 
Bell Unveils ‘Videophone’ 


In San Francisco 


F  grangiionioncant but well-known de- 
vice in laboratory circles, known as 
“videophone,” was given a public demon- 
stration late last month in San Francisco. 
Developed by the Bell Telephone Labora- 
tories and an organization called Kay Lab 
of San Diego, the videophone is actually 
a television-telephone. The device in- 
cludes a 10-inch TV screen which shows 
the image of the person on the other end 
of the line. He or she in turn sees you ona 
similar screen. 

While a group of reporters tried to out- 
do each other with such quips as “What 
happens if the telephone rings while you’re 
in the bathtub?” Noel E. Porter, chair- 
man of the electronics show and conven- 
tion, demonstrated the instrument. Sitting 
in the Fairmont hotel on top of Nob Hill, 
Porter placed a call to San Francisco 
Mayor Elmer E. Robinson, who was in 
the Civic Auditorium a mile away. “This 
is an instance where seeing is believing,” 
Mayor Robinson said. 

Kay Lab officials said the videophone 
probably would be used in industry first, 
but they predicted it was only a matter of 
time before every home in the country 
would have one. 
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New Rural Telephone Designed 


_" latest development in telephone 
service for rural areas is a water- 
tight metal box powerful enough to carry 
voices across 50 miles of terrain without 
the usual telephone wires and poles. The 
microwave relay system can link isolated 
villages without phone service to the near- 
est. point on a “main line” or central ex- 
change. 

In order to permit setting up outdoors, 
the “telelink” contains its own ventilating 
system controlled by a thermostat. The 
box is attached to a cable connecting with 
ordinary 110-volt household current. The 
electronic beam cannot be disrupted by 
hurricanes, ice, storms, static, or other 
common forms of interference. 

. Besides carrying the actual voice mes- 
sages, the microwave system provides full 
selective ringing. This means that when 
one phone rings, no other phone on the 
hookup rings. The device is made by 
Raytheon Manufacturing Company, of 
Waltham, Massachusetts. 


5 


REA Makes Five Phone Loans 


Fee REA approved loans for im- 
provement of rural telephone service, 
totaling $1,336,000 for the period August 
14th to 20th. A Tennessee co-op, North 
Central Telephone Co-operative Associa- 
tion, received its third REA loan, this one 
for $330,000. Two previous loans bring 
the total lent to this co-op to $2,185,000. 
The loans are being used to construct a 
modern telephone system designed to 
serve 3,975 rural subscribers in Tennessee 
and Kentucky counties. 

The Triangle Telephone Association in 
Montana received its second REA loan for 
a total of $1,319,000. The co-op’s com- 
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pleted system will consist of 1,800 miles 
of line and 12 dial offices. A loan of $68,- 
000 was approved for the Penfield Tele- 
phone Company of Luthersburg, Pennsyl- 
vania, a commercial borrower. 

A néw REA borrower is the Solon 
Springs Telephone Company in Wiscon- 
sin which was granted a loan of $229,000 
to improve service; while the Northeast 
Florida Telephone Company was granted 
a loan of $344,000 to aid in converting its 
system to dial operation and add facilities. 


> 


Ex-Bell Official for W eapons 


Research 


b irae Army assigned its highest priority 
to research and development with the 
appointment of William H. Martin as 
Army director of research and develop- 
ment. Wilber M. Brucker, Secretary of the 
Army, announced Martin’s appointment 
to the new position at the Pentagon. 

Martin, a retired vice president of Bell 
Telephone Laboratories, is now deputy 
assistant secretary of defense for applica- 
tions engineering. Brucker said the ap- 
pointee would exercise the same degree 
of responsibility as an assistant secre- 
tary, and would be given complete author- 
ity over Army research programs. 

The appointment answers some criti- 
cisms of the Hoover Commission on Or- 
ganization of the Executive Branch of the 
Government. The commission has said 
that some research functions suffered be- 
cause of overlapping activities. Improved 
Army organization is expected from the 
new appointment. In announcing the ap- 
pointment Brucker said : “The Army fully 
recognizes the technological competition 
and rapid breakthrough in the realm of 
new weapons being accomplished by scien- 
tists everywhere in the world.” 
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Financial News 
and Comment 


By OWEN ELY 


Return Allowed in Utility 
Rate Cases 


| ensee ANDERSEN & Co. have pre- 
pared a new edition of their well- 
known brochure, “Return Allowed in Pub- 
lic Utility Rate Cases,” which now covers 
some 930 commission and court decisions 
during the period 1915-54. Public Utility 
Reports and other case reprint services 
were used as source data. The digests of 
decisions indicate the rate of return 
allowed and the amount and type of rate 
base approved. Comments are included to 
provide a more complete understanding 
of the various factors considered by the 
commissions and courts in determining the 
return and the rate base. 

We reproduce from the brochure four 
charts showing the returns allowed his- 
torically to electric, gas, telephone, and 
water utilities during the years 1915-54. 
In the year 1954 the range of these rates 
of return narrowed somewhat as com- 
pared with 1950-53. Following are the 
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data for recent years, giving for each year 
the rate most frequently allowed in that 
year’s decisions: 


Year Electric Gas Telephone Water 
UL ee 5.7% 63% 60% 60% 
| 2 Ra 6.0 6.3 6.0 — 
1982 25554 SZ 6.3 6.0 SZ 
LOS) ee 6.0 6.0 6.0 oo 
TOS ise 6.6 6.0 6.0 6.0 
ji ae 5.7 6.0 6.0 6.0 
1048 ...6<5: 6.0 6.0 5.5 oo 
1” | Ae 6.0 6.0 as _ 
PO. cases 5.0 6.0 — _ 
NOS cassie 5.6 6.5 5.5 _ 


* _oe rate of return and rate base 

are compliments,” the brochure 
points out, “neither is significant in the 
return determination without considera- 
tion of the other. They are companion 
factors, and the reasonableness of the end 
result cannot be evaluated by reference to 
either one alone. . . . Historical and cur- 
rent costs of capital, capitalization, and 
outstanding securities, dividend rate and 
per cent of earnings paid out, diversifica- 
tion of revenues and growth, construc- 
tion requirements, efficiency of manage- 
ment, return earned by similarly situated 
businesses, and general economic condi- 
tions are frequently considered in deter- 
mining the appropriate rate of return. 
Book cost, prudent investment, original 
cost, reproduction cost new, price level 
trended cost, adequacy of service, and 
economic usefulness of the utility property 
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are given varying weight in the valuation 
of utility property.” 

Sketching the long history of. utility 
rate regulation, it is pointed out that most 
state commissions earlier followed the 
rule of “fair return on fair value” em- 
bodied in the 1898 Smyth v. Ames de- 
cision of the Supreme Court. Fair value 
included original cost when first dedicated 
to public use, reproduction cost, and other 
factors. During this period, rate of re- 
turn received relatively little attention, 
prevailing interest rates and economic 
trends being major factors. 


bi Supreme Court’s 1944 decision in 
the Hope Natural Gas Case virtually 
canceled Smyth v. Ames, releasing the 
commissions from any federal constitu- 
tional mandate regarding fair value, and 
exempting them from judicial review ex- 
cept with respect to state legislation. Fol- 
lowing this decision some nineteen states 
changed from fair value to original cost, 
and eight others also used original cost 
as equivalent to fair value. 

In the meantime, however, the infla- 
tionary period during 1940-50 substan- 
tially increased the replacement cost of re- 
tired property. Continued enforcement of 
an original cost rate base thus worked an 
injustice against the utility companies. 
But it took time to reverse the trend to 
original cost, and it is only in recent years 
that the courts have acted to do so. Since 
1950, the courts in Delaware, Illinois, 
Maine, Maryland, and North Carolina 
have reversed commission rulings on 
original cost, apparently restoring the fair 
value concept in those states. 

Meanwhile, greater attention has been 
paid to interpreting and refining the con- 
cept of fair rate of return. “Cost of capi- 
tal,” 7.e., the amount of interest and divi- 
dends (plus contribution to surplus) in 
relation to the rate base, together with 
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money market data, have been explored 
by the commissions. The brochure states: 


More often commissions evaluated 
embedded bond interest and preferred 
stock dividend requirements in relation 
to current market opportunities for re- 
funding. Substantial weight was given 
to current stock capital costs developed 
from earnings-price and dividend-price 
ratios and cost of flotation studies. In 
some cases, notably telephone, return 
allowances were based on earnings 
needed to service outstanding securities, 
including continuance of established 
common stock dividends. The tendency 
in rate of return determinations since 
the Hope Case has been to reduce re- 
turn requirements to accounting and 
statistical analysis. A growing. number 
of cases have been decided on the basis 
of calculated earnings needed to sustain 
existing capital structure and provide 
for new money at going market rates. 


— accompanying table on page 415 
is a summary, which we have pre- 
pared in convenient alphabetical form, 
showing the conclusions reached by 
Arthur Andersen & Co. with respect to 
the predominant factors currently being 
recognized or used by the state commis- 
sions. In converting the data into abbrevi- 
ated form, it is possible, of course, that 
the meaning of the original text in the 
brochure may have been distorted slight- 
ly, so that reference to the text should be 
made where exact definitions are desired. 
It is also possible that other analysts 
might draw somewhat different conclu- 
sions in some of the cases than Arthur 
Andersen & Co. have done. 

In 1955 there have been several inter- 
esting cases, reference to which may sup- 
plement the summary prepared by Arthur 
Andersen & Co. Two of these-were in Cali- 
fornia, where rate increases were granted 
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to California Electric Power Company 
and San Diego Gas & Electric Company. 

California Electric Power’s application 
of December, 1953, as amended in April, 
1954, sought a revenue increase of 
$1,185,400, representing a return of about 
6.25 per cent on an original cost rate base, 
this rate being considered necessary to 
attract capital in the competitive markets. 
Estimates of the earned return on the rate 
base in 1954, made by the applicant and 
by the commission’s staff, were both 
around 5.40 per cent, and other exhibits 
filed by the utility and the staff differed 
very little. The commission reviewed the 
interest rate on the company’s bonds and 
the earnings on the common stock, includ- 
ing the return expressed as a percentage 
on equity capital. 


7. support its request for a 6.25 per 
cent return, the utility company intro- 


duced an exhibit showing that 54 electric 
utility companies, whose bonds are rated 
A by Moody, earned an average return 
on invested capital of 6.35 per cent over 
the three-year period 1951-53. While the 
commission admitted that this exhibit was 
“informative and a factor which can be 
considered,” it found that 6 per cent was 
a fair return for the applicant to earn 
in the future on its California electric 
operations. However, “to compensate for 
an admitted downtrend in the rate of re- 
turn and in order that the applicant may 
earn such 6 per cent return for the future, 
a 6.25 per cent rate of return will be 
’ applied to the adopted rate base of $63,- 
630,000 for the estimated year 1954. ... 
or an additional gross revenue require- 
ment of $1,207,000 . . . (which) com- 
pares with applicant’s request of $1,185,- 
400 plus provision for a $32,000 fuel price 
increase.” Thus the company was allowed 
within one per cent of the total amount 
requested, though actually about 7 per 
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cent more will probably be lost if the 
company does not accept the authorized 
increase in rates in the San Bernardino 
area where it competes with Southern 
California Edison. 

San Diego Gas & Electric Company on 
December 22, 1954, sought an increase in 
electric revenues of $4,826,600 or 18 per 
cent, based on the estimated year 1955— 
the first electric rate increase requested in 
over thirty-four years. However, its Ex- 
hibit No. 23 indicated that the new rates 
actually proposed would yield an increase 
of only $4,444,300. Hearings were held 
during the period February 2-June 17, 
1955, and a decision was handed down 
July 18th — an unusually prompt de- 
termination. 


bbw company’s exhibit showed that 
the rate of return on total plant and 
service had declined from 5.84 per cent 
in 1953 to an estimated 4.32 per cent for 
1955, and it requested a return on the 
electric rate base of 5.9 per cent. A study 
of the electric department (only) for 
1955 showed a return of 3.99 per cent as 
estimated by the company, and 4.06 per 
cent as estimated by the commission’s 
staff. In support of its request for a 5.9 
per cent return, the company’s Exhibit No. 
38 showed that earnings realized on 
equity capital by 33 electric and gas utili- 
ties in 1954 averaged 11.39 per cent. The 
commission determined that 5.9 per cent 
return was fair and reasonable and granted 
an increase in revenues of $4,326,000. 

It is interesting to note that a consult- 
ing engineer was retained to prepare an 
analysis of cost of service. This showed 
variations in the rate of return from 1.56 
per cent for municipal power to 9.34 per 
cent for commercial power. The method 
used in this study was known as the load- 
factor method in which, after deducting 
the customer component and after directly 
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assigning certain expenses such as fuel, 
the remaining fixed charges and operating 
expenses were segregated on the basis of 
the average demand and excess demand. 

Iowa-Illinois Gas & Electric Company 
has been having some rate difficulties with 
municipalities in the state of Iowa (where 
there is no state commission). A lengthy 
decision was recently handed down by the 
district court for Webster county, grant- 
ing the company a fair value rate base 
and a return of 6 per cent or more, in 
the Ft. Dodge gas case. The management 
considers the decision as quite favorable 
and likely to prove of help in solving its 
other rate problems in Iowa. 


> 


Putting the Brakes on 
Borrowing 


I the spring of 1954 the administration 
was concerned with the moderate re- 
cession which then seemed to be gaining 
headway. But now, with business boom- 
ing and inventories and borrowing on the 
upgrade, Washington seems to be apply- 
ing the credit brakes, so that the danger 
of overproduction and inflation will be 
checked. However, Federal Housing Chief 
Albert Cole said the government’s recent 
tightening of home-buying credit under 
its insurance program was a move “‘to let 
up on the accelerator—not put on the 
brakes.” 

Early in July the Federal Reserve held 
informal conferences with a dozen top 
finance company officials to discuss the 
problem of too liberal credit terms. No 
official report of the meeting was released 
but it was generally thought that the board 
was willing to leave the solution to the 
industry itself, especially as it can no 
longer regulate instalment terms. Appar- 
ently as an immediate result, the General 
Motors Acceptance Corporation warned 
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its dealers to “go slow” in extending easy 
credit to car buyers. Universal C.L.T. 
Credit Corporation issued a study point- 
ing out that in the first half of this year 
$8.6 billion has been borrowed against 
cars worth about $11 billion, while pay- 
ments against old loans totaled $6.4 bil- 
lions. In the entire postwar period, con- 
sumers incurred debts of $84 billion 
to buy cars and repaid $72 billion, or 86 
per cent. 


ewe on the other hand, issued a state- 
ment indicating its belief that auto 
credit is not too high. The company 
pointed out that while auto credit out- 
standing July Ist reached a record $12.5 
billion, liquid assets (cash, bonds, stock) 
had risen to $220 billion. Thus auto credit 
currently is 6 per cent of liquid assets com- 
pared with 3 per cent in 1939. Delinquen- 
cies are currently running at the rate of 
only one per cent compared with three 
per cent in 1935-39. 

Total instalment credit of all kinds is 
now approaching $25 billion, having risen 
$765,000,000 in June. The present figure 
compares with $14 billion in 1950 and $6 
billion in 1940. As a percentage of dis- 
posable personal income, instalment debt 
is now considerably higher than at any 
time since 1939. While this debt may not 
be unduly burdensome as long as incomes 
are high and continuing to rise, a reversal 
of the trend could easily produce difficul- 
ties for those overloaded with such debt. 

According to an SEC report, individu- 
als saved only $1.7 billion in the first quar- 
ter of 1955, bringing total savings to 
about $590 billion. This compared with 
$2.8 billion in the first quarter of last year 
and $4.1 billion in the last quarter in 1954. 
On the other hand investment in both gov- 
ernment and corporate securities gained 
slightly over last year, amounting to $2.1 
billion as compared to a record $2.2 bil- 
lion in the second quarter of 1953. 
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SUMMARY OF RECENT STATE AND FEDERAL COMMISSION OPINIONS 








Rate of Return—Factors Recognized 


Rate Base Attrition Risk Competition 
Orig. Fair Cost of Due to Differ- or 
Cost Value Capital Inflation entials Capital 
Fics Fig i a e f 4 
POUIONA. dss 06a ts:s e 
PATIEANGOS 6 Si soie-e 5 a e f g 
Calitorhia 25.6655: a d,e f g h 
ColeradO: 2.666% a e f 
Connecticut ....... a d f g h 
Delaware ........ hg e€ 
District of Col. ... a e g h 
PAGEIGA. (xo ice se cies a e f g h 
KGEOHBIA c505 505055 b d f 
RIND seid cisiesaoa's a d,e f 
DRUMONS 5). 0552 ces i c* e h 
UMGIANA 62.60 s.casds c e 
ee eee b e 
FSCHIMCKY << 6.<.54,.50%.- b e gz 
ROMSIANA 6.65.6 05s 0% a 
(EL, a a ae ae c* e h 
WAP vIANG! .6:<.00003 c* e 
Massachusetts ..... a d,e 
Mictigan. ...<<6.3% c de g 
Minnesota ........ b 
Missouri .......... a f 
OC re c e 
INGDRASKA 4c. cusses e 
New Hampshire .. a d,e f g 
New Jersey ...... b d g 
New Mexico ..... c h 
New York. ....5.. a de 
North Carolina ... c* 
North Dakota ..... c 
CNG. ois as Seas os Cc e 
Oklahoma’ ..i.058 a e 
OPER ioa5 65's a h 
Pennsylvania ...... ¢ d h 
Rhode Island ..... b 
South Carolina ... e f 
South Dakota .... a d,e £ h 
Tennessee ........ e 
DORIS) socaa saeaaas e 
OF Se eee ae a e f 4 
NEEINONE 255.0615) e30:<i0 a e g h 
WETRADIA, sis ssseus a g 
Washington ....... a e 
West Virginia .... b e 
Wisconsin ........ a e 
Wyoming 5.24.05... a d 
PRAWN sichccdses e 
|| CMa eee ee a d 


a—Original cost explicitly adopted. b—Fair value rate base prescribed by statute, but commission gives 
sole or predominant weight to original cost. c—Law specifies fair value but commission sometimes stresses 
original cost. c*—Court decisions have reversed original cost decisions by commissions. d—Emphasis on 
historical interest and preferred stock dividend costs, and current common stock earnings-price ratios and 
yields. e—Emphasis on present interest and preferred stock dividend costs, and common stock dividends 
plus reasonable excess earnings. f—Attrition of earnings due to inflation recognized through concessions 
on rate base or rate of return. g—Consideration given to risk differentials of type of utility service, geo- 
graphical location and market, and size and economic stability of the industry. h—Substantial weight given 





to evidence of current earnings opportunities in other industries. 


415 SEPTEMBER 15, 1955 





PUBLIC UTILITIES FORTNIGHTLY 





AERA AISI OS A A a TS. 
RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 























Share Earnings* Approx. 
1954 8/24/55 Divi- Cur- Price- Div. Com, 
Rev. Price dend Approx. rent % In- 12 Mos. Earns. Pay- Stock 
(Mill.) About Rate Yield Period crease Ended Ratio out Equity 
Pipelines 
$ 4 O Alabama-Tenn. Nat. Gas 19 § .60 3.2% $1.65 20% June 11.5 36% 40% 
14 O East. Tenn. Nat. Gas.... 11 .60 29 38 41 June 19.0 103 13 
44 S Mississippi Riv. Fuel .... 30 1.40 4.7 1.83 9 June 16.4 77 54 
48 S Southern Nat. Gas ...... 34 1.60 4.7 1.98 1 June 2 81 26 
143 O Tenn. Gas Trans. ...... 40 1.40 35 2.01 14 June 19.9 70 20 
150 O Texas East. Trans. ..... 29 1.40 48 1.74 NC Mar. 16.7 80 21 
Se ©: ‘Texas Gas Trans. ...... 25 1.00% 4.0 1.63 7 June 15.3 61 28 
63 O Transcont. Gas P. L. .. 34 1.40 4.1 2.11 8 June 16.1 66 21 
IAVETABES S.nsses 4.3% 16.5 72% 
Integrated Companies 
122 S American Nat. Gas ..... 56 $2.20 3.9% $3.41 1% June 16.4 65% 33% 
30 O Colo. Interstate Gas .... 62 1.25 2.0 3.49 76 June 17.8 36 29 
260 S Columbia Gas System... 16 .90 5.6 1.11 39 June 14.4 81 42 
10 A Consol. Gas Util. ...... 14 75 5.4 26 D116 Apr. 14.6 78 59 
213 S Consol. Nat. Gas ....... 34 1.50 4.4 2.72 13 June 25 55 64 
144 S_ El Paso Nat. Gas ....... 46 2.00 4.3 2.28 D10 June 20.2 88 22 
34S Equitable Gas .......... 28 140 5.0 1.93 5 June 14.5 73 36 
12 O Kansas-Nebr. Nat. Gas.. 36 1.20 33 130 D24 Dec. — 92 31 
78S Gone Star Gas ......... 31 1.40 4.5 1.98 19 June 15.7 71 42 
22 S  Montana-Dakota Utils... 29 1.00 3.4 1.36 7 June 21.3 74 31 
18 O Mountain Fuel Supply .. 28 120 43 1.61 10 June 17.4 75 55 
64 S National Fuel Gas ...... 22 100 4.5 1.58 15 June 13.9 63 58 
89 S Northern Nat. Gas...... 45 2.00 4.4 3.23 35 June 13.9 62 32 
37 S Oklahoma Nat. Gas .... 23 1.20 Biz Beg | 29 June 13.5 70 32 
87 S_ Panhandle East. P.L.... 78 3.00% 3.8 4.63 NC June 16.8 65 33 
10 O Pennsylvania Gas ...... 29 1.00 3.4 1.79 126 Dec. 16.2 56 77 
146 S_ Peoples Gas Lt. & Coke . 159 7.00 4.4 10.48 D3 = June 52 6/ 3% 
27 O Southern Union Gas .... 24 1.00 42 1.33 39 Dec. 18.0 75 34 
215 S_ United Gas Corp. ....... 32 1.50 4.7 1.94 D9 June 16.5 77 42 
Averages ........ 4.2% 15.9 70% 
Retail Distributors 
23 (A Alabama las .....6sscsess 34 $1.28 38% $1.90 7% June 17.9 67% 43% 
42 A Ark.-Louisiana Gas ..... 16 50 3.1 49 D27 Mar. == $62 4@ 
36 O Atlanta Gas Light ...... 27 1.20 44 2.20 23 Mar. 12.3 55 36 
4 O Bridgeport Gas Light... 27 1.40 4 2.05 21 June 13.2 68 45 
46 S Brooklyn Union Gas .... 33 1.80 5.5 2.60 5 June 12.7 69 46 
29 O Central Elec. & Gas .... 17 80 47 1.40 26 June 12.1 57 16 
10 O Central Indiana Gas .... 16 .80(b) 5.0 99 60 June 16.2 81 62 
| OS Oe Ce rere 28 1.36 49 1.83 5 June 15.3 74 39 
6 © Hartiord Gas .......00 40 200 5.0 2.97. NC _ Feb. 135 67 §2 
14 O Houston Nat. Gas ...... 25 1.00 40 2.15 6 July’54 116 47 22 
14 O IndianaGas& Water.... 18 92 5.1 129 13 June 140 71 46 
6 A Kings Co. Lighting .... 15 .90 6.0 1.16 D5 June 12.9 78 27 
B8 SS eaclbde Moas ......05000 14 ae =F | 96 17 June 14.6 75 37 
31 O Minneapolis Gas ........ 27 125 4.6 1.63 16 June 16.6 77 ~=—©40 
13 O Mississippi Valley Gas.. 20 1.00(d) 5.0 165 NC May 12.1 61 29 
8 O Mobile Gas Service ..... 21 .90 4.3 1.79 32 June 11.7 50 31 
7 O New Haven Gas........ 31 1.60 5.2 2.58 38 Dec. 120 62 64 
9 O New Jersey Nat. Gas... 24 100E 42 1.76 35 June 136 57 26 
62 O North. Illinois Gas ..... 22 80 3.6 114. NC = June 19.3 70 48 
183 S Pacific Lighting ........ 41 2.00 49 2.61 52 _ 157 77 39 
12 O Pioneer Natural Gas.... 29 132 46 165 NC ar. 176 80 47 
12 O Portland Gas & Coke.... 29 9 83.1 2.14 33. June = 13.6 42S 45 
8 A Providence Gas ........ 10 48 48 52 27, Dew. 192 92 62 
8 O South Jersey Gas ...... 25 120 48 1.62 7 Feb. 154 74 52 
23 S United Gas Improvement 38 2.00 5.3 2.09** D5 June 182 9% 63 
33 S Washington Gas Light.. 41 200 49 2.78 20, June 147 72 38 
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| RRR TARTS. RE SN 
RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER UTILITIES 











: —— Share Earnings* a 
1954 8/24/55 Divi- Cur- Price- Div. om. 
Rev. Price dend Approx. . rent % In- 12 Mos. Earns. Pay- Stock 
(Miil.) About Rate Yield Period crease Ended Ratio out Equity 


Communications Companies 
Bell System 























$4,784 S Amer. T. & T. (Cons.) .. 178 $9.00 5.1% $12.39** 6% May 13.8 73% 65% 
220 A Bell Tel. of Canada ..... 51 2.00 3.9 2.43 5 Dec. 210 82 # 62 
37 O Cin. & Sub. Bell Tel..... 88 4.50 5.1 5.16 26 Dec. 17.1 87 100 
163 A Mountain Sts. T.& T... 142 660 4.46 8.20 17 May 17.3 80 73 
259 A New England T.& T.... 138 8.00 5.8 7.78 D6 = June WF 1S 54 
632 S Pacific Tel. & Tel. ...... 146 7.00 48 9.78 24 May 149 72 56 
81 O So. New England Tel.... 43 2.00 4.7 2.18 8 Dec. 19.7 92 68 
Averages ........ 4.9% 17.4 84% 
Independents 
11 O Calif. Water & Tel..... 20 $1.00 5.0% $1.60 11% June 12.5 63% 36% 
12 O Central Telephone ...... 21 .90 4.3 1.83 31 June 11.5 49 23 
35. © Continental Tek. ..53000 33 100 3.0 1.70 38 June 194 59 23 
3 O Florida Telephone ...... 19 .80 4.2 1.07 40 Dec, 17.8 75 41 
143 S General Telephone ..... 43 1.28 3.0 2.16 36 = June 199 59 34 
17° S Peninsifiar TEL. kc 60% 41 180 44 221 16 June 18.6 81 41 
16. © Rochester Tél. ....cc..53 21 1.00 48 1.50 28 June 14.0 67 Ko 
24 © United Delite ....4.205 23 12) $2 1.60** — June 14.4 75 35 
10 O West Coast Telephone... 20 1.00 5.0 1.27. D10 June 15.7 79 42 
222 S Western Union Tel. .... 23 100 4.3 1.89** 12 Dec. 122 53 80 
Averages ........ 44% 15.7 69% 
Transit Companies 
27 A Gapital Transl: .c0:cceccs 10 $.80 80% $.75 D23% Mar. 13.3 107% 82% 
13 © Giacinnat Transit ...... 5 30 6.0 13 D86 Dec. — 231 41 
9 O Dallas Ry. & Terminal .. 14 140 10.0 Zeal 21 Dec. 6.3 63 71 
227 S_ Greyhound Corp......... 16 1.00 6.3 1.40 19 Mar. 11.4 71 82 
25 O Los Angeles Transit .... 16 1.00 6.3 99 D2l Dec. 16.2 99 87 
29° SS Natl. Gite Ewes: 656-6050: 23 140 61 2.76 17 Dec. 8.3 51 88 
26 S N.Y.C. Omnibus Corp.. 26 2.00 TE 271E NA — June 96 74 85 
7s © PHS Drange oo os icine 16 .30 1.9 Deficit o Dec. — — 24 
7 O Rochester Transit ...... 4} 40 8.9 44 D23 Dec. 10.2 91 38 
25: (O! “St Woaisr PSs .05.008 0% 15 140 93 79 D35 Dec. 19.0 177 90 
Averages ........ 7.2% 118 111% 
Water Companies 
Holding Companies 
34 S American Water Wks.... 93 $ .50 5.3% $ 87 D4% _ Mar. 10.9 57% 16% 
4 O N.Y. Water Service .... 65 80 12 1.96 June — 41 32 
Operating Companies 
4 O Bridgeport Hydraulic .. 31 $1.60 5.2% $1.49 D5% Dec. 20.8 107% 53% 
11 O Calif. Water Service .... 43 2.20 5.1 2.47 D3 — 174 89 29 
2 O Elizabethtown Water .... 135 5.00 So 6.34 D5 ec. 21.3 79 — 
8 S Hackensack Water ..... 44 2.00 45 3.26 D8 Dec. 13.5 61 41 
5 O Jamaica Water Supply... 40 180 45 2.94 9 i 13.6 61 22 
4 O New Haven Water ..... 59 300 5.1 4.42 76 ec. 13.3 68 58 
1 O Ohio Water Service .... 27 1.50 5.6 1.78 D8 June 15.2 84 42 
6 O Phila. & Sub. Water .... 34 1.00(c) 2.9 2.45 — Dec. 13.9 41 22 
2 O Plainfield Union Wt.... 59 3.00 Sat 4.00 8 Dec. 14.8 75 — 
9 O Scranton-Springbrook ... 19 90 4.7 1.30 D4 Mar. 146 69 31 
3 O West Va. Water Serv... 32 140 44 1.31** D12 June — 107 17 
Averages ........- 4.6% 15.7 74% 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as 
otherwise indicated. **On average shares. #—A 2 per cent stock dividend was also paid December 31, 
1954, and in previous year. (a)—Paid 4 per cent stock dividend. (b)—Paid 10 per cent stock dividend. (c)— 
Paid 5 per cent stock dividend. (d)—Paid 25 per cent stock dividend. NC—Not comparable. E—Estimated. 


NA—Not available. 
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What Others Think 


Cost of Fringe Benefits to Electric Companies 


O* each gallon of gasoline that powered 
a car along the roads in 1953, two 
cents went into fringe benefits, as they are 
called, of the oil industry. Of each $10 
paid on a pair of shoes the same year, $1 
went for the fringe benefits paid to work- 
ers in the shoe industry. Five dollars on 
each $55 paid toward a suit of clothes was 
part of the price because of fringe benefit 
payments in the clothing industry. The 
same pattern, in the automobile industry, 
cost the car buyer $200 out of the $2,675 
paid for one new model. After citing such 
figures, Franklin O. Rouse, director of the 
employee relations staff of Commonwealth 
Services, Inc., provided his audience— 
those attending the recent Joint Industrial 
Relations Conference of the industrial re- 
lations committee, EEI, and the personnel 
administration section of the Southeastern 
Electric Exchange at Cincinnati, Ohio— 
with similar statistics for the privately 
owned electric industry. Mr. Rouse’s 
speech was instructive for its factual con- 
tent, and as such, it was a provocative 
analysis of the amazingly important role 
such benefits have assumed in determining 
the over-all company and national eco- 
nomic outlook. 
He said: 


As customers of tax-paying, private- 
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ly owned electric companies, approxi- 
mately 25 cents of each $5 electric bill 
we paid that year went into the fringe 
benefit plans of our power companies. 
That averages over $3 a year from each 
residential customer. 

Yes, fringe benefits cost money. To- 
day, these things cost the American con- 
sumer about $275 each year for every 
man, woman, and child in the country. 

In these matters, such plans, as they 
affect the utility industry, are among 
the most elaborate and most costly of 
all. Utilities, broadly grouped, were in 
third place in 1953 in terms of the size 
of their fringe benefit bills for each em- 
ployee. Such costs equaled 40.3 cents 
per hour or an annual figure of $845 per 
employee. On the classifications of pen- 
sions and insurance coverage, and on 
paid vacations, holidays, and sick leave, 
utilities were in second place, costwise. 


Bes employee relations staff director 
translated the trend toward increas- 
ing fringe benefits to costs in the belief 
that many companies are not yet fully 
aware of the size of these costs. One in- 
teresting fact throughout industry in gen- 
eral, he found, is that since 1947, fringes 
have been rising faster than direct payroll 
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costs. In 1947 fringes were 15 per cent 
of payroll. In 1953 they were 20 per cent. 
In that 6-year period they rose one-third 
faster than payrolls. Much of this rise has 
gone unnoticed, Mr. Rouse added, per- 
haps because more than half of the fringe 
outlay does not show up in official govern- 
ment statistics. Hidden labor costs, for 
example those benefits that are not paid 
directly to the worker, are not reported as 
“earnings” in the various wage and salary 
surveys available today. 


|. yirg-ete to a recent U. S. Chamber 
of Commerce survey, 


In 1947, fringe benefits averaged 21 
cents per hour. In those same com- 
panies in 1949, 26 cents; in 1951, 33 
cents; in 1953, 38 cents. The average 
fringe payment of all the companies in- 
cluded in the survey, and it covered a 
fairly representative cross section of in- 
dustry, was 35 cents an hour per em- 
ployee. Of that figure, 15 cents went 
into the pay envelope as payments for 
time not worked, such as vacations, holi- 
days, sickness, travel, excused time, and 
the like. Such hidden costs as payments 
for pensions, insurance, social security, 
and similar items, took the other 20 
cents. 

Based on that survey, the annual cost 
of the nation’s fringe benefit package 
was placed at $32 billion for the year 
1953. The total was distributed about 
as follows: 

Five and one-half billion dollars for 
legally required payments such as 
social security, unemployment insur- 
ance, and workmen’s compensation ; 

Six and one-half billion dollars for 
“agreed-upon” pension and insurance 
programs ; 

Six billion dollars for paid rest, 
lunch, and wash-up time; 

Twelve billion dollars for vaca- 
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tions, holidays, and sick leave; and 
Two billion dollars as bonuses and 
profit-sharing payments. 


[I these costs are projected into the fu- 

ture, the fringe benefit package twenty- 
five years from now, Mr. Rouse estimated, 
will be $120 billion a year, or approxi- 
mately one-third of the nation’s total of 
wages and salaries at that time. In terms 
of the electric utility industry, the EEI 
Industrial Relations Committee survey of 
the cost of fringes in 1953 reported a fig- 
ure of almost 23 per cent of payroll as the 
total cost of the fringe package. This puts 
the cost, for investor-owned class A and B 
electric utilities, at close to $260,000,000 
for that year. As the speaker split that 
figure up into subtotals, about $100,000,- 
000 went for payments of time not worked 
in the form of vacations, holidays, and 
other excused and paid-for absences. Pen- 
sion costs amounted to $96,700,000, and 
group insurance costs at about $18,900,- 
000. The balance of the package, some 
$37,800,000, was used to provide the cost 
of legally required fringe payments and 
to pay the cost of the long and growing 
list of “other” extras. 

Continuing his statistical survey, Mr. 
Rouse remarked that the figures show an 
increase in costs from about 16 per cent 
of payroll in 1946 to 22.46 per cent of a 
higher base payroll in 1953. This would 
place the increase at about $159,000,000, 
a 160 per cent increase in the cost of the 
fringe. And it is going up, Mr. Rouse 
pointed out. The industrial relations com- 
mittee survey for 1954 shows it to be 22.71 
per cent of payroll. This means, the 
speaker suggested, that the fringe has be- 
come something of a surcharge on the cost 
of doing business. He added: 


When something called a pension 
plan, or group life insurance, or extra 
holidays, costs a company a few thou- 
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sand dollars—$10,000-$100,000— or a 
quarter of a million dollars, annually, 
that is just not a fringe item in the op- 
eration of a public utility. It may not 
even be proper to call it a surcharge on 
the cost of doing business. 


Me: Rouse did not disparage either the 
value or importance of such benefits 
to the employee. But he maintained that 
they should be fitted carefully into the 
company scheme of operations. He stated: 


. . . The facts of business life today— 
pensions, insurance, overtime pay, con- 
trolled sick leaves, vacations, and close- 
ly related provisions—the surcharges— 
are necessary, expected, and accepted 
appendages in the cost of operating a 
business. But if we are going to run a 
business today in line with the recog- 
nized best practices of efficiency, exer- 
cising prudence, and with the general 
welfare of all concerned—the stock- 
holders, the customers, the employees, 
and the public—clearly in mind, then I 
think even these accepted programs 
need close scrutiny and administration 
not to mention the giving of close 
analysis to the costs entailed, and the 
benefits derived, in some of the more 
borderline fringe plans—the fringes on 
top of the surcharge. Generally speak- 
ing, I believe most of these surcharges 
add something to the employee’s wel- 
fare and that they, in turn, reflect to 
some extent on the success of the com- 
pany’s business. 


In ten companies, all members of the 
Southeastern Electric Exchange, the cost 
of employees’ welfare expenses and of 
pensions, in electric operations (as report- 
ed by the Federal Power Commission) in- 
creased 807 per cent between 1943 and 
1953, the speaker declared. In 1943 this 
cost was slightly in excess of $1,000,000. 
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In 1953 the cost was reported to be almost 
$10,000,000. Allowing for the effect of 
growth and inflation in this increase, Mr. 
Rouse still found the dollar amount and 
the percentage increase impressive. He 
compared these figures with total electric 
operating expenses, which increased $163,- 
959,000 or 237 per cent. Five per cent, or 
$8,690,000, of the increase in electric op- 
erating expenses of the ten companies over 
the period was due to the increased cost of 
employees’ welfare expenses and of pen- 
sions. During the same period, as revenue 
from the sale of electricity by these com- 
panies increased 172 per cent, 3 per cent, 
in 1953, went to pay for the increase in 
the cost of employees’ welfare expenses 
and of pensions. 


bene paid for but not worked, such as 
vacations, holidays, coffee breaks, 
paid-lunch periods, jury duty, voting, etc., 
represents the largest category, costwise, 
in this benefit package, according to the 
employee relations staff director. He stat- 
ed that the utility industry contributes es- 
pecially heavily to pension plans and a 
lesser amount to insurance arrangements 
and added: 


... In general, throughout industry, the 
cost [of insurance coverage] is paid for 
by joint employer-employee contribu- 
tions in over half of the plans. Employ- 
ers pay the entire cost in something un- 
der 40 per cent of the plans, and em- 
ployees pay all in about 10 per cent of 
the companies. These figures are also 
representative of the utility industry 
with the exception that the percentage 
of employers paying the entire cost is 
lower among utilities. 

On pension plans alone, throughout 
general industry, according to a Bureau 
of Labor Statistics study, 84.7 per cent 
of employees with pension coverage are 
under noncontributory plans. In the 
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“YOU HAVE NO IDEA HOW MUCH I SAVE CAMPAIGNING 
BY PARTY LINE!” 


utility industry, evidence indicates that 
the percentage of noncontributory cov- 
erage is probably much higher. 

Group life plans were not included in 
the above analysis because the extent 
and nature of employee participation in 
the cost is such a variable factor. For 
example, some companies pay the en- 
tire cost on the first $1,000, $1,500, or 
some other basic amount, and they may, 
on additional coverage, bear some por- 
tion of that expense. For these reasons, 
it is difficult to arrive at a clear picture 
of these practices or of the costs. 


When the cost of fringe benefits, 
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broadly used, approximates 25 per cent 
of payroll in the electric industry, and 
the speaker suggested that is a conserva- 
tive estimate, there are grounds for ex- 
amining what is taking place. Mr. Rouse 
broke this figure down as follows: 10 to 
13 per cent represents payments included 
in the normal pay check for holidays, va- 
cations, and so on, and 13 to 15 per cent 
goes as “hidden” payments made by the 
company for the benefit of the employee 
—pensions, insurance, social security, and 
the like. Should there, then, be changes in 
the way the companies account for such 
benefits ? 
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On this point, Mr. Rouse then stated: 


In accounting for these funds, the 
procedure normally followed on pay- 
ments for time not worked is to charge 
these costs to the operating expense ac- 
count normally benefited by the em- 
ployees’ services. Some companies are 
carrying a proportionate part of this un- 
worked time into construction. 

On the other classification of benefits, 
payments not included in the pay check, 
the provisions of the regulatory classifi- 
cations of accounts require the major 
part of these costs to be charged to 
general and administrative expenses. 
That was all right when we were talk- 
ing about one-fourth or one-half per 
cent of payroll. But payments on the 
magnitude of 13 to 15 per cent of to- 
day’s payroll are surely no longer over- 
head expenses, they are labor costs, 
whether we call them indirect or not, 
and they should be identified and segre- 
gated as such under the appropriate 
functional account. In this way a com- 
pany could be assured of proper capitali- 
zation of these amounts in construction 
costs. However, to do this some modi- 
cation of the present regulatory classifi- 
cations may be required. And very like- 
ly it will come, as the size of these items 
becomes better known. 


a... largest single item in the electric 
industry fringe benefit burden Mr. 
Rouse considered to be the pension plan. 
While 96 per cent of the present plans 
have only been established since 1941, 
their costs have been “enormous,” the 
speaker declared, and there seems to be no 
ceiling in sight. 

Over the years, the original minimum 
pension of $60, including social security, 
has been upped, at a cost, to $100 or more. 
It is now conceded, Mr. Rouse maintained, 
that, due to inflation, some current pen- 
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sions are not adequate whether social se- 
curity is included or not. Some companies 
are having to seek ways to increase pen- 
sion provisions up and down the line. 
Meanwhile, unions are demanding more— 
up to a $200 minimum in some cases, ac- 
cording to Mr. Rouse. One way the unions 
suggest to increase the level of pension 
benefits was to change the base for com- 
puting past service from one per cent of 
1943 earnings to one per cent of 1955 
earnings. 


bon speaker felt that this might im- 
pose unreasonable demands on the 
company : 

Let’s see what that would mean to a 
company, costwise. Let’s work it out 
on a male employee who earned $2,500 
in 1943 after twenty years of past serv- 
ice but who today, at age fifty-five, is 
earning $5,000 on the same job. The 
calculations show that additional dol- 
lars will have to be set aside to provide 
annual benefits for past service of $1,- 
000 as compared to $500 under the old 
base. In order to provide this additional 
$500 a year in benefits when our em- 
ployee reaches age sixty-five, ten years 
from now, the actuaries tell us that we 
should have about $6,280 in trust at that 
time. The actuaries then make certain 
sound assumptions and tell us that by 
laying aside about $4,030 today there 
will be enough money in trust in ten 
years, including interest earned, to pay 
our man the additional $500 a year 
through his life expectancy. If you are 
short of ready cash at the moment and 
cannot pay the full cost all at once, and 
for tax and other reasons you normally 
would not pay it this way, the actuaries 
will work out the details of an instal- 
ment plan so that the $6,280 will be 
available when needed. Can your com- 
pany stand that kind of financial ex- 
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pense for this employee; for ten em- 
ployees; for one hundred; for a thou- 
sand employees ? 


Bp mnagee on how to meet pension costs 
differ, but Mr. Rouse noted a trend 
toward the adoption of the trusteed plan 
or by amending present plans to the 
trusteed type and then authorizing invest- 
ments in common stock. Ninety per cent 
of all pension plans were of the insured 
type in 1938 but only 62 per cent were of 
that nature in 1952. Of approximately 
$22 billion in pension funds today, rough- 
ly one-half billion is invested in stocks. 
The speaker pointed out that there is a dif- 
ference of opinion on whether such invest- 
ments are wise ones, in certain cases. He 
said : 


Some people say that money from 
trusteed funds, wisely invested in com- 
mon stocks, can get at least two percent- 
age points higher earnings than can in- 
sured plans which are substantially lim- 
ited to fixed interest investments. These 
people expect earnings considerably 
over 4 per cent on the money invested 
in common stocks versus a lower per- 
centage of earnings realized on insured 
funds invested in bonds and other low 
risk securities. On the other hand, in- 
surance companies are saying that many 
companies, especially smaller ones, are 
being sold a bill of goods by the banks 
and the trust companies. They warn of 
the dangers of investing retirement 
funds outside of the list of those securi- 
ties approved for insurance company 
investments. 


What is happening on costs in some of 
the other welfare plans, such as the var- 
ious forms of insurance protection? Some 
costs are going up, but in other cases, Mr. 
Rouse pointed out, the dollar may be buy- 
ing more. As insurance companies gain 
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experience on the dollar turnover under 
their policies, they are offering broadened 
and improved coverages, frequently for 
the same money they collected the year 
before. In this respect, some companies 
have extended total disability benefits 
from fifty-two weeks to 104 weeks’ cover- 
age, increased the amounts under dis- 
memberment benefits, provided blanket 
medical expense up to 50 per cent, and in 
other ways liberalized their policies, all 
without additional dollar cost to the policy- 
holder. 


N the other hand, some insurance costs 

are increasing. Hospital room and 
board have climbed from $5 a day to $12, 
or more. Further added costs, which in- 
surance rates must be set to reflect, have 
come from increasing coverage to cover 
dependents of employees and by providing 
more medical and hospital benefits. And, 
as usual, the speaker declared, “we can 
anticipate that the employer will have to 
pick up a major part of the tab.” 

Mr. Rouse continued : 


No consideration of the cost of bene- 
fit plans would be complete without call- 
ing attention to costs in the federal 
government’s social security programs. 
While Congress intended to maintain 
old-age and survivors insurance, for ex- 
ample, on a self-supporting basis, it has, 
in fact, recognized that the rates are 
inadequate. The tax base has gone from 
$3,000 in 1935 to $4,200 in 1954, and 
benefits have been liberalized. These 
conditions have raised the prospective 
ultimate rate to 4 per cent of payroll 
for both the employer and the employee. 
Because of the low initial costs, present 
recipients and their former employers 
have paid but 4 per cent of the cost of 
the benefits now going to the recipient. 
The other 96 per cent of the cost has 
been met out of the tax contributions 
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of those still working. When for the 
payment of as little as $85 in payroll 
taxes a person can qualify for an OASI 
benefit, for which an insurance com- 
pany would have to collect on the order 
of $24,000, it is quite obvious that 
someone is going to have to make up the 
difference. How? By paying higher 
taxes. 


N the personnel practices and proce- 

dures of utility companies, more than 
one hundred items may legitimately be 
called fringe benefits, the speaker felt. 
There is, however, “real question about 
some of them being benefits.” He believed 
that both company and union officials 
would do well to think twice before ex- 
tending some of them, and he listed some 
questions that might well be asked: 


Where does the money come from? 
How will the surcharge and the grow- 
ing fringe be paid for tomorrow? Are 
these recondite expenses becoming of 
such size now that they should be given 
more emphasis in rate hearings? Can 
we effect savings through improved 
business practices? And what about in- 
creased productivity? Are we poing to 
permit one group to take up all of the 


gain to be had from this source? In the 
final analysis increased productivity will 
be the main support for increased wage 
and benefit supplements. But we must 
make sure that the consumer, the stock- 
holder, and other employees get their 
fair share of the potential benefits to be 
had from this source. It is possible that 
the cost of granting more time off with 
pay and the desire to purchase more 
protection from the risks of life can 
consume all of labor’s share of the econ- 
omy’s increased productivity during the 


next ten years. 
A the cost of fringe benefits mounts 
skyward, company officials, the 
speaker suggested, should be sure that em- 
ployees, the union leaders, and the public 
know how much these things mean to em- 
ployee income and to the cost of doing 
business. Mr. Rouse concluded his re- 
marks on a note of caution, saying that as 
companies face these costs and try to find 
ways of meeting them, they might re- 
member that in a recent survey of over 
one-half million workers, 73 per cent of 
these people reported that they were pres- 
ently satisfied with their current fringe 
benefits. 








Wage Increases versus “Lagging” Productivity 


WW and “fringe benefit” increases 
in 1955 substantially exceed the in- 
creases in general productivity, according 
to the August number of Economic In- 
telligence, published by the economic re- 
search department of the U. S. Chamber 
of Commerce. It is for this reason, the 
publication states, that a new inflationary 
wage-price spiral is widely anticipated. 
To substantiate this view, the article, 
entitled ‘Wage Inflation ?”’, cited the cost- 
ly settlements made by Ford and General 
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Motors in early June, settlements that 
steel industrialists pointed out would mean 
steel price increases in so far as the wage 
increases were above and beyond produc- 
tivity improvements. 

The article continues : 


As a rough formula, every one-cent 
wage increase in the steel industry 
means a 40-cent to 50-cent increase in 
the price of a ton of steel—allowing for 
the steel company’s direct increased 
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wage costs and similar increases of cost 
among their suppliers and distributors. 
The labor leaders argued that their de- 
mands could be met “‘out of profits’”— 
a refrain heard every year when nego- 
tiations are pending. Annual net cor- 
poration profits for the whole economy 
averaged $19 billion in 1948-49 and 
about $18 billion since 1950. But com- 
pensation of employees jumped from an 
average of $141 billion in 1948-49 to 
about $215 billion annual rate current- 
ly, or nearly $75 billion increase. The 
view that wages are based on “ability 
to pay” and that wage increases come 
out of profits dies very hard! 


Do Prices Follow Wages? 


Promptly after the steel strike in July, 
which cost an estimated $20,000,000— 
in closing down furnaces, cooling them 
off, etc.—steel prices were increased 
about $7.35 per ton. Steel going into 
thousands of products will now cost 
more. Next year the automobile is like- 
ly to be $50 to $150 higher. 

The size, the drama, and the poten- 
tial repercussions of a Ford or GM strike 
concentrated much attention on their 
20-cent-22-cent per hour settlement in 
the face of Reuther’s threat to close 
down the plants. Prior to these settle- 
ments, it was generally assumed that 
steel might settle for an increase of 10 
cents per hour, but at that figure a strike 
started. The auto settlements, while 
large this year, will average about 11 
cents per hour over the three-year con- 
tract. 


LD’ these developments, plus other set- 
tlements, signal another inflationary 
period, based on a substantial wage-price 
spiral? The writer suggests that the an- 
swer depends partly on semantics. Prop- 
erly stated, a mere price level increase is 


not inflation. But it may be the symptom 
of inflation. According to the article, in- 
flation is an increase in the money supply 
or, more properly, money spending rela- 
tive to the supply of goods. In the long 
run, but not in the short run, prices follow 
costs fairly closely. Just because costs rise, 
there is no assurance that prices can or 
will rise. In fact, there is no clear-cut evi- 
dence to indicate that price changes in the 
short run are geared closely to cost 
changes, even though that is the case in 
the long run. 

For these reasons, the writer states, it 
would be unduly rash to predict that the 
large wage increases of 1955 will mean 
substantially higher prices in the year 
ahead. The overpricing of labor may in- 
stead translate itself into unemployment 
—not higher prices. But this is not the 
whole story. 

As the writer points out: 


. . . The two major political parties 
are committed to governmental policies 
—primarily monetary and fiscal—which 
are deemed to pave the way for so-called 
full employment and eternal prosperity. 
But the administration is also com- 
mitted to the principle of the “sound 
dollar.” The recent mammoth wage in- 
creases will put these two divergent 
policies under severe test in the year 
ahead. The wage increases, particularly 
if followed in other industries by equal- 
ly large settlements and forcing price 
increases, may well encounter consumer 
resistance among the buyers whose in- 
comes are either fixed or less responsive 
on the up side. Markets may threaten 
to suffer in housing, automobiles, and 
other goods. 


oe loose monetary and fiscal policy 
may put prices under upward pres- 
sure via strong market demand and not 
primarily via cost increases. 
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Clark Hill Accord Reached 


iw Interior Department on August 
29th disclosed that a preliminary ar- 
rangement under which the federal gov- 
ernment itself would sell power from its 
Clark Hill dam to rural electric co-opera- 
tives in the state of Georgia had been 
agreed upon. 

The hydroelectric plant, with a capacity 
of 280,000 kilowatts, is on the Savannah 
river between Georgia and South Caro- 
lina. Georgia co-ops have been trying for 
years to buy part of Clark Hill’s power di- 
rectly from the government, rather than 
have the Georgia Power Company serve 
as a middleman. 

This case has been watched nationally 
because of the possibility that a final deci- 
sion would serve as a precedent in admin- 
istering the “preferred customers” clause 


The March of 
Events 


in federal power legislation. The co-op- 
eratives have insisted that in such situa- 
tions the government must sell its power 
directly to public bodies, including co-ops, 
if they want to buy it. 

Last year the co-operatives rejected an 
Interior Department plan to sell the power 
to the Georgia Company, which then 
would have resold it to “preference” cus- 
tomers. This would have meant the co- 
ops would become customers of the pri- 
vate utility. They did not want this, even 
at government-guaranteed prices. 

In Atlanta, Harllee Branch, Jr., presi- 
dent of Georgia Power, said it would go 
along with the agreement as “another 
concession . . . in an effort to end the 
long-continued controversy.” He said the 
plan rejected by the co-operatives would 
have delivered power more cheaply and 
efficiently. 


District of Columbia 


Commission Has “Nibbles” 


a for the District of Co- 
lumbia Public Utilities Commission 
said that they had received “five or six 
bona fide nibbles” from companies inter- 
ested in running a transit service for the 
nation’s capital. 
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The commission invited proposals for 
an all-bus transit service to replace the 
Capital Transit Company next year. Com- 
missioner Robert M. Weston disclosed 
late last month that the District of Co- 
lumbia commission has heard from five or 
six companies. He said the names of the 
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companies will be “kept confidential” un- 
til October 10th, the deadline for receiving 
applications to run bus service in Wash- 
ington and its suburbs. 

In the midst of a 52-day transit strike 
(which ended August 22nd) Congress 
passed a law giving authority over the 
company to the District of Columbia 
commissioners, and ending the franchise 
of Capital Transit as of August 14, 1956. 

In seeking a new firm to operate the 


buses, the public utilities commission sent 
out invitations to 200-member companies 
of the American Transit Association. The 
commission stated “Applicants must be 
prepared to furnish all of the property, 
facilities, equipment, and services that will 
be required to provide the mass transit 
service.” It said, “There is no requirement 
to purchase any part of the property, fa- 
cilities, or equipment of the Capital 
Transit Company.” 


Georgia 


Company to Retain Florida 
Tie-in 
0 Yes Securities and Exchange Com- 
mission recently rejected a petition 
by the Georgia Public Service Commis- 
sion to separate the Georgia Power & 
Light Company from its parent, Florida 
Power Corporation. . 
The state commission filed a plea June 
8th to divest Florida Power Corporation 


of its Georgia Power & Light subsidiary. 

Georgia Power & Light Company 
serves communities in 18 counties stretch- 
ing across south Georgia from Jakin, near 
the Alabama border, to the Atlantic ocean. 

The commission had contended that 
residential rates in the area are 30 per cent 
higher and industrial rates were “substan- 
tially higher” than comparable rates in ad- 
jacent territory served by Georgia Power 
Company. 


Michigan 


Gas Rate Boost Authorized 


— state public service commission 
recently authorized a rate increase 
totaling $4,400,000 a year for the Mich- 
igan Consolidated Gas Company, effective 
August 22nd. The boost will average 66 
cents per month for Detroit district cus- 
tomers and 38 cents per month for out- 
state customers. About 640,000 of the 
utility’s 771,000 customers are in the De- 
troit district. 

Michigan Consolidated had asked for a 
$10,400,000 rate increase. Half of the in- 
crease granted will be consumed, the 
commission said, by additional federal in- 
come taxes. Commission Chairman Mc- 
Carthy said the agency granted the rate 
increase only after an audit of the com- 
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pany’s records revealed that earnings had 
dipped below the level required to “con- 
tinue adequate service” to its own cus- 
tomers. 

“The present increase,” he said, “does 
no more than restore the company to the 
same earnings position which prevailed in 
1952.” 

McCarthy explained the increases were 
necessary to pay higher costs of wages and 
taxes, higher pipeline rates for gas, and 
other increased operating expenses. 

The commission had earlier ordered a 
September Ist hearing to determine the 
method of refunding about $3,500,000 
due to pipeline rate adjustments. The 
commission said an additional $4,000,000 
would probably be refunded in the next 
few months. 
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Pennsylvania 


Flood Relief Contribution 
Authorized 


_— board of directors of the Penn- 
sylvania Power & Light Company 
last month authorized a contribution of 
$50,000 to Red Cross chapters in its serv- 
ice area for flood relief. The announce- 
ment was made by Charles E. Oakes, 


president and director of the company, 
following the monthly meeting of the 
board in the general office in Allentown. 

The resolution as approved by the 
utility’s directors stated that the money 
was to be used “in giving aid to persons 
in this company’s service area who are in 
need of assistance as the result of the 
flood.” 


Tennessee 


Engineering Firm Selected 


ELECTION of the New York engineering 
firm of Burns & Roe, Inc., to make 
preliminary studies leading to selection of 
a site and construction of a new $100,- 
000,000 power plant by the city of Mem- 
phis was announced last month by Major 
Thomas H. Allen, president of the Mem- 
phis Light, Gas, and Water Commission. 
“We cannot at present tell the exact 


time required to make the study and rec- 
ommendations, but it should not take more 
than a few months,” Major Allen said. 
“We think we should go into actual con- 
struction of the plant by next January 
Ist.” He said it was practically certain the 
plant would be in Shelby county. “The 
plant would be established outside Shelby 
county only if it is found impossible to 
locate a reasonably economic site in Shel- 
by,” he added. 


Washington 


Vote to Decide Power Issue 


— of Stevens county will decide 
whether the Washington Water Pow- 
er Company will acquire the properties of 
the county’s public utility district No. 1 or 
whether the public utility district shall 
acquire the properties of the power com- 
pany. That was the basis of an agreement 
announced jointly last month by the presi- 
dent of the PUD and counsel for Wash- 
ington Water Power. The agreement 
came after months of negotiations. 

The agreement provides that the district 
shall advertise its properties for sale. Bids 
are to be received on September 26th. It 
provides that the company will bid an 
amount not less than enough to call and 
pay all bonds and indebtedness of the dis- 


SEPTEMBER 15, 1955 


trict and leave it a cash balance of $200,- 
000. It was estimated that this bid would 
amount to approximately $2,750,000. The 
district then agrees that it will submit such 
bid to the voters for their approval and a 
special election will be held as soon as 
practicable after September 26th, which 
would be some time in the month of No- 
vember. 

If three-fifths of the voters approve the 
sale, the district’s properties will be at 
once transferred to the Washington Wa- 
ter Power Company. If three-fifths of the 
voters do not approve, then it is agreed 
that a decree will be entered by the su- 
perior court whereby the district will 
acquire the Washington Water Power 
Company’s properties for the sum of $3,- 
100,000. 
































Progress of Regulation 


Regulatory Trends 


URRICANES “Connie” and “Diane,” headlined throughout the country, not 
only created “disaster areas,” but brought into the limelight regulatory 
problems which commissions and utilities will probably have to tackle. Tele- 
phone and electric lines were down. Water supplies were polluted. Utility com- 
panies struggled valiantly to restore service. What about the tremendous cost? 
How will rates be affected? 


Storm Damage Cost 


That the public must pay for losses suffered through destruction of prop- 
erty by extraordinary casualties was recognized long ago, as in a decision 
by the Montana commission involving rates of the Mountain States Telephone 
& Telegraph Company (PUR1924C 545). How this cost is to be reflected 
by charges to operating expense and to depreciation reserves has been con- 
sidered by several commissions. Amortization of such expense was approved 
in reported decisions in Arizona (PUR1915C 525), California (PUR1922B 
336), Illinois (PUR1920D 332), New Jersey (1 PUR3d 191), and Pennsyl- 
vania (99 PUR NS 161). 

But the South Dakota commission ruled that such expense was properly 
chargeable against the depreciation reserve, and should therefore be elimi- 
nated from a statement of operating expenses (PUR1919A 650). A provision 
by a telephone utility to meet sleet storm damages out of an annual deprecia- 
tion reserve was held by the Indiana commission to be a proper use of such 
fund (PUR1930B 336). As stated by the Arizona commission, the reserve 
for depreciation must provide against extraordinary casualties, such as fire, 
flood, and storm (PUR1920B 411). The Indiana commission said that the 
cost of renewals and expenditures occasioned by sleet storm damage should 
be charged to depreciation, and not to maintenance, and therefore could not be 
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considered as operating expenses for rate making (PUR1919C 209). Un- 
usual operating hazards of a telephone company in the nature of a sleet storm 
fund, it was said in one Pennsylvania case, may properly be provided for cur- 
rently out of income and the importance of the same should be given con- 
sideration in fixing an allowance for the annual depreciation (PUR1931A 
169). 

In fixing the depreciation allowance of ‘a telephone system, eérisideration 
was given by the West Virginia commission to the fact that prerhiurns had 
been paid for insurance against future losses from extraordirtary casualties 
(PUR1926D 209). Also in Illinois an electric utility was not allowed revénuies 
to provide a surplus as protectionagainst future extraordinary casualties, such 
as tornadoes and floods, where such losses might be guarded against by in- 
surance. It appeared that the utility was already paying into a fund of the 
parent company an annual percentage supposed to cover casualties of de- 
pendent companies, that such casualties had been met by emergency expendi- 
tures distributed in operating accounts, and that recurrence of casualties was 
only remotely possible (PUR1916B 24). 


Flood and Wind Damage Possibilities 


Recent storm experience and predictions may further upset data used in 
rate cases in past years. Last year the New Jersey commission had occasion 
to analyze such evidence in ‘a rate proceeding (1 PUR3d 191). The New 
Jersey Power & Light Company had experienced severe storms in 1948, 1950, 
and 1953. Reference was made to testimony of an expert meteorologist in an 
earlier case (91 PUR NS 331) based on data covering the period 1888 to 
1948. 

He had concluded that storms similar to the 1948 storm would recur 
on an average of once in every seven and one-half years. Since January, 1948, 
however, two other’storms of equal or greater severity had occurred. The com- 
mission, in view of all the evidence, normalized the cost-on a 5-year basis. 
The same commission, in 1949 (78 PUR NS 97) and in 1952 (99 PUR NS 
393), allowed for storm damage expense of the New Jersey Telephone Com- 
pany on the basis of a 5-year frequency, instead of two and one-half years 
as claimed by the company. 

The Massachusetts commission disapproved a maintenance charge by New 
England Telephone & Telegraph Company for hurricane damage in 1954 
which, according to the company, decreased earnings for the year by $1,648,- 
000 (7 PUR3d 580). The commission refused to assume that such storms as 
were experienced last year were necessarily going to be repeated on an aver- 
age of every five years. There was no request for amortization, but the request 
was for additional net income “for an indefinite period in ‘the future.” 

The retirement expense of a Maryland electric utility in a year when the 
company had replaced a large number of poles and wires because of sévere 
storm damage and had done protective work in anticipation of future storm 
damage was not a fair criterion for the future (7 PUR NS 135). 
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Duty to Reconstruct and Render Service 


Ordinarily utilities go about the job of putting their facilities back in shape 
as a matter of course, but in some cases special facts may present the question 
whether reconstruction should be required and service resumed. Such was 
the case of the Union Telephone Company (PUR1923C 767), where the 
Michigan commission held that it had no power to require the company to 
expend money in the reconstruction of telephone lines destroyed by storm 
when the rates for service would be inadequate to pay the cost. It was said 
that a telephone company should not be required, at the expense of its patrons 
as a whole, to reconstruct rural lines destroyed by storm unless persons in- 
terested in such reconstruction make satisfactory arrangements to compensate 
the company for such service. But the commission said that the former patrons 
should be permitted to organize a new company when the telephone company 
had neglected, failed, and refused to rebuild its lines and facilities. 

An application to. compel the reconstruction of a toll line practically de- 
stroyed by a.sleet storm was refused by the Illinois commission where it ap- 
peared that adequate service could be furnished by a toll line of another 
company between the same points (PURI918F 97). 

In Missouri it was concluded that increased telephone rates should not be 
authorized in the case of a company which intended to sell the property, and 
whose lines had been put out of service by a sleet storm, until service had been 
restored or until the commission had received assurance that parties proposing 
to purchase the stock of the company were willing and able to restore service 
(PUR1925D 477). 





Review of Current Cases 


Attrition Considered in Fixing Telephone 
Rates Related to Average Investment 





_—_ Michigan commission rejected for 
a second time a request by the Michi- 
gan Bell Telephone Company for a $28,- 
000,000 rate increase, but it approved an 
increase of $2,802,000. In its original or- 
der (5 PUR3d 301), the commission had 
found that net earnings in the test period 
adopted exceeded 6.5 per cent. Under the 
new rates approved, using any of the vari- 
ous theories of rate making advanced, the 
return would amount to 6.22 per cent or 
better. The commission held that earnings 
which would produce a return of between 
6.43 per cent on average plant and 6.95 
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per cent on average capital were well 
within the “regulatory zone of reason- 
ableness.” 

The company claimed that the commis- 
sion erred in not giving effect to current 
cost of plant, as opposed to historical cost 
or actual investment, as well as in its treat- 
ment of depreciation, taxes, customer. de- 
posits, and charitable contributions. The 
commission pointed out, however, that 
rate making is not an exact science and 
the determination of what constitutes a 
fair charge calls in a great degree for the 
exercise of judgment. Courts have recog- 
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nized in many cases that no matter what 
formula or method may be used, it is the 
result which matters, and any method 
which appears to be based on fact and 
which is not arbitrary is valid if the result 
is fair in the light of experience. 


Rate Base 


The commission considered end-of- 
period rate base figures only for purposes 
of comparison. It said that such treatment 
should not be considered in any way as a 
departure from its prior rulings. It felt 
that revenues for a 12-month period more 
properly relate to plant in existence and 
devoted to service over the entire 12- 
month period. Consequently, it adhered to 
its practice of giving greatest weight to 
annual averages. The commission pointed 
out that end-of-period figures related to 
rate bases have one inherent fault: They 
in reality have significance only when 
measured against a revenue figure for that 
particular instant. 

This, it held would be impracticable to 
compute. 


Rate Adjustments Recognize Attrition 


When an adjustment of rates becomes 
necessary, it should have as one of its pur- 
poses the establishment of schedules de- 
signed to remove, so far as possible, such 


inequalities and inequities as may exist. 
The commission observed that in previous 
opinions it has discussed attrition of the 
rate of return caused by the addition of 
plant that produces no revenue as well as 
attrition caused by the replacement of low- 
priced plant with higher-priced plant with 
no greater service capacity. In such cases 
allowance has been made for “slippage” of 
the rate of return. 

In addition to the causes of attrition of 
the rate of return mentioned, a rate sched- 
ule design may also be a factor. If the 
rates paid by party-line customers re- 
grading to individual-line service do not 
provide the same proportionate income 
when related to the increased investment 
as was produced by the party-line rate re- 
lated to the lower investment, the over-all 
rate of return would decline. Studies in- 
dicate that this effect has resulted from the 
“upgrading” of thousands of party-line 
customers to individual-line services dur- 
ing the past few years. The commission 
believed that increases in the individual- 
line residence flat rate service rates of 15 
cents to 50 cents a month throughout the 
company’s service areas would tend to off- 
set this attrition as well as produce from 
existing individual-line residence custom- 
ers the revenues needed for a reasonable 
return. Re Michigan Bell Teleph. Co. 
T-252-55.15, July 28, 1955. 


Higher Taxes Basis for Telephone Rate Increase 


toe Maine commission authorized 
the New England Telephone & 
Telegraph Company to increase rates to 
yield a return of 6 per cent on net invest- 
ment, assuming economies of operation 
and no unforeseen contingencies. The 
company’s principal witness said that, 
“barring such contingencies, if the rates 
were allowed it would be a matter of 
some time before any further increase 
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would be sought.” The company had been 
granted a general rate increase after ex- 
tended proceedings in February, 1953. 
In the instant proceeding the company 
limited itself to evidence from its books 
of revenues, expenses, and actual invest- 
ment. No evidence was presented as to 
current values of properties, and the com- 
pany attempted to “avoid any fundamen- 
tally controversial areas.” 
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The need for rate relief was based upon 
three principal grounds: a growth in net 
investment since the last test period, in- 
creased wages, and the imposition of a 
higher state tax. The company introduced 
an exhibit showing its present earnings 
position, indicating earnings on net in- 
vestment of 5.1 per cent for the 12-month 
period ending April 30, 1955. This ex- 
hibit showed an earnings trend from the 
year of the last decree, 1953, as ranging 
from 5.99 per cent to 5.10 per cent. For 
the first four months of 1955, the com- 


e 


pany’s earnings had declined to about 44 
per cent. 

Evidence showed that an increase in 
state taxes imposed by the recent session 
of the legislature raised expenses by about 
$310,000, thus precipitating the filing for 
new rates. The commission said that un- 
der Maine statutes, in the case of such an 
increase in expenses, it “has no alterna- 
tive but to consider this as a legitimate 
expense to be recovered in rates paid by 
the public.” Re New England Teleph. & 
Teleg. Co. F. C. No. 1472, July 13, 1955. 


Housing Project Entitled to Combined Meter Reading 


HE United States district court 

awarded a judgment to a housing 
project in an action to recover overpay- 
ments for electricity. A municipal electric 
plant had refused to charge for service on 
the basis of a sliding scale of rates appli- 
cable to professional, mercantile, indus- 
trial, and other establishments not classi- 
fied as single family residences. 
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The court held that a housing project 
was an “establishment” within the mean- 
ing of the tariff. The practice of the city 
in refusing to treat the project as one 
single customer and to make a combined 
meter reading for the entire project was 
in conflict with the existing rate schedule. 
Richardson Vista Corp. et al. v. City of 
Anchorage, 131 F Supp 404. 


Stock Dividend Equal to Surplus Authorized to Protect 
Equity against Public Offering at Par 


A TELEPHONE company, whose entire 
common capital stock was owned by 
the president of the company, was granted 
authority by the North Carolina commis- 
sion to declare an $800,000 common stock 
dividend before exercising a further grant 
of authority to issue $1,000,000 of addi- 
tional common for sale to the public. The 
proceeds of the public offering were to be 
used to purchase certain buildings then 
owned by the company president, to retire 
outstanding preferred stock, and to finance 
additions to plant. 

The balance sheet, presented with the 
application, showed an _ accumulated 
earned surplus of slightly more than $800,- 
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000. As the company thought it expedient 
to offer the public issue at about par, which 
was considerably less than book value, it 
became necessary to reduce the book value 
in order to safeguard the stockholder’s 
equity. Authority was requested, there- 
fore, to issue a stock dividend to the sole 
stockholder in substantially the amount of 
the surplus. 

The commission approved this request, 
pointing out that the earned surplus be- 
longed to the common stockholder, and if 
a transfer of ownership to the public was 
contemplated, his equity may be protected 
either by an appropriate reduction in the 
book value of the stock or by selling the 
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new common at a price approximating the 
existing book value. 

After considering the application and 
making a separate investigation on its own 
motion, the commission found the pro- 
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posed stock issues appropriate to the needs 
of the company and compatible with the 
public interest, and accordingly gave its 
approval to the program. Re Lee Teleph. 
Co. Docket P-29, Sub 7, July 25, 1955. 


FPC Allows Conversion of Little Inch Pipeline for 
Oil after Replacement by New Gas Line 


HE Federal Power Commission, 
under the provisions of the Natural 
Gas Act, has authorized the Texas East- 
ern Transmission Corporation to retire 
from gas service about 1,168 miles of its 
Little Inch pipeline running from Bay- 
town, Texas, to Moundsville, West Vir- 
ginia. 
The company proposed to construct 
a new pipeline to replace the existing one 
and to convert the retired facilities to the 
transportation of petroleum products. The 
certificate was conditioned upon adequate 
provision being made by the company for 
continued service to all of its. customers. 


Financing 


The cost of the whole rearrangement, 
including the conversion of the Little Inch 
pipeline for oil transportation, was esti- 
mated at $101,000,000. The company 
proposed to finance this expenditure by 
issuing 32 per cent first mortgage bonds 
amounting to approximately $40,000,000, 
preferred stock in the amount of about 
$30,000,000, and debentures to sell for 
about $31,000,000. 

After issuance of these securities, the 
estimated balances of the company’s out- 
standing securities would include long- 
term debt of 62 per cent, preferred stock 
13 per cent, and common stock and sur- 
plus 25 per cent. In view of the condition 
of the money market, the satisfactory 
trading of the company’s securities, and 
other relevant considerations, the com- 
mission approved this program. 
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“Recapture” Provision 


The Little Inch pipeline was subject by 
contract to recapture by the federal gov- 
ernment for national defense use in the 
event of a national emergency. Since 
many customers and ultimate consumers 
depended on this line for gas service, the 
commission found it decidedly in the pub- 
lic interest to remove, if possible, the 
threat of disrupted service imposed by the 
possibility of recapture by the government. 
The replacement proposal of Texas East- 
ern provided a means of removing that 
threat. 


Increased Operating Flexibility 


While it was not contemplated that any 
future expansion of the company’s gas 
system would result from the pipeline re- 
placement, and although no additional 
service was proposed, it was shown, never- 
theless, that the replacement facilities 
would afford greater operating flexibility 
in the system, enabling the company to 
maintain larger reserves and reduce costs. 
Evidence indicated that this saving, to- 
gether with other minor adjustments, 
would increase the rate of return by ap- 
proximately two-tenths of one per cent 
during the next four years. The commis- 
sion otherwise found the proposed re- 
arrangement of facilities to be feasible 
from an engineering standpoint. 


Oil Business Competition 
The motivating reason for the proposed 

















rearrangement of facilities was that Texas 
Eastern wished to enter the business of 
transporting petroleum products, using the 
Little Inch line for this purpose. None of 
the company’s customers opposed the ap- 
plication, but other interveners sought to 
defeat it, urging the commission to con- 
sider the competitive aspects of their oil 
interests as opposed to the proposed opera- 
tion of the Little Inch line for oil trans- 
portation. 

Upon this aspect of the case, the com- 
mission declared that it was limited by the 
provisions of the Natural Gas Act to a 
very general examination of the effects 
of the proposed petroleum operations of 
the company, since the transportation of 
oil products does not fall within the pur- 
view of the act. It therefore refused to 
examine further than to gauge the impact 
of the new oil venture on the company, 
its customers, and the ultimate corisumers 
solely from the standpoint of natural gas 
service. The commission was unable to 
discover any adverse effects and observed, 
in passing, that even if no more than op- 
erating expenses were earned from the oil 
transportation, the resulting reduction in 
the company’s total income by reason of 
the conversion of the Little Inch line 
would be negligible. 


Contentions of Interveners Rejected 


Opposing interveners insisted that the 
commission entertain alternative pro- 
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posals, that is, proposals other than the 
one submitted by Texas Eastern. The 
commission declined to do this, pointing 
out that under the Natural Gas Act it may 
either grant or deny a proposal contained 
in an application, but cannot require the 
applicant to construct and operate facil- 
ities pursuant to an alternative proposal, 
nor can it compel the applicant to submit 
alternative ones. Consideration of alterna- 
tive proposals, therefore, would serve no 
purpose if the applicant chooses to abide 
by its own proposal. 

The interveners further contended that 
any final order on the application should 
be deferred until a pending antitrust suit 
against the applicant should be determined. 
There being no evidence at hand of any 
violations of the antitrust laws, the com- 
mission disagreed. The normal workings 
of the administrative process, said the 
commission, cannot be delayed by the 
pendency of the antitrust suit, for other- 
wise, numerous lawsuits founded on mere 
allegations of antitrust law violations 
would be readily invited. 

Other contentions of the interveners 
were similarly found to be without merit. 
They concerned the statutory standard of 
public convenience and necessity, the re- 
striction of cross-examination, and the 
manner of conducting the hearing. Re 
Texas Eastern Transmission Corp. Opin- 
ton No. 282, Docket No. G-2503, June 24, 
1955. 


Use of Nonstandard Separations Formula Not Error 


e Bo Idaho supreme court denied a 
telephone company request for a re- 
hearing on a decision affirming the com- 
mission’s denial of requested rate in- 
creases. The decision, reported in 8 


PUR3d 265, held that the rates permitted 
would yield a return of about 5.71 per 





cent on intrastate property and, therefore, 
could not be considered confiscatory. 
Basis for Rehearing 


The company showed that the commis- 
sion had been inconsistent in its treatment 
of “interest during construction” in earn- 
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ings and in “plant under construction” as 
a rate base item. The court agreed with 
the company and said that interest charge- 
able to plant under construction should not 
be included in earnings where “plant under 
construction” is eliminated from the rate 
base. The court did not consider this error 
reversible, notwithstanding the company’s 
claim that this error, together with the 
commission’s overlooking the effect of in- 
come taxes, seriously affected its earnings 
position. The court found in the commis- 
sion’s decision compensating items allowed 
in the company’s favor to offset the error 
in the treatment of interest. Furthermore, 
the commission, the court said, took 
specific notice of the company’s state and 
federal income tax obligations. 


Telephone Separations 


The company also contended that the 
commission’s use of a method of separat- 


ing telephone plant, revenues, and ex- 
penses other than the standard method 
known as the NARUC Separations Man- 
ual, denied the company a fair hearing. 
The court, in overruling this contention, 
pointed out that the case had been heard 
and reheard by the commission over a 2- 
year period, during which time all parties 
had ample opportunity to be heard. 


Point of Confiscation 


Dismissal of the rehearing application 
was based on the record presented and in 
the light of present economic conditions 
in which the point at which confiscation 
begins is lower than in some years past. 
All things considered, the court could not 
find that the company had carried the 
burden of proving confiscation or that the 
commission did not regularly pursue its 
authority. Re Mountain States Teleph. & 
Teleg. Co. 284 P2d 688. 


Police Order Does Not Justify Telephone Service Denial 


HE supreme court of Alabama re- 

versed a lower court’s dismissal of an 
action against a telephone company which 
had discontinued service to a subscriber. 
The company claimed that it had removed 
the telephone only after receiving an order 
to do so from the commissioner of public 
safety. One of the principal questions to 
be answered was whether or not the com- 
pany was justified in accepting the police 
order as reasonable ground for believing 
that the phone was used for unlawful pur- 


poses. 


Letters Concerning Discontinuance 


The record of the hearing revealed the 
text of two letters which the court con- 
sidered of noteworthy importance. The 
first was addressed to the district manager 
of the telephone company and was phrased 


SEPTEMBER 15, 1955 


in these terms: “This is your order to re- 
move the attached list of telephones which 
are used for illegal purposes. These tele- 
phones are not to be reconnected without 
a court order or advice from me.” The 
second letter, signed by the manager of the 
company and addressed to the subscriber, 
stated: “We have information which in- 
dicates that the telephone facilities and 
service being furnished you by this com- 
pany have been used in connection with 
unlawful activities. Therefore, this is to 
notify you that on April 6, 1951, all tele- 
phone service at the present time being 
rendered to you at 1535—20th street, 
Ensley, will be discontinued.” 


Company’s Rights and Duties 


The court first restated the generally 
recognized proposition that the company 
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as the holder of a monopoly has the duty 
to serve the general public impartially and 
without discrimination. Subscribers’ 
rights to service, the court continued, do 
not prevent a company from refusing to 
provide a service used for illegal purposes. 
The difficulty comes in determining the 
facts and circumstances which justify the 
company’s discontinuing service on this 
ground. 

After carefully examining many of the 
leading cases on the subject, the court de- 
cided that the decision of the New York 
court in the case of Shillitani v. Valentine 
(1945) 58 PUR NS 34, expressed a sound 
view which should be followed by the Ala- 
bama courts. 


Effect of Police Request 


The request or order of a police depart- 
ment, or one of its officials, is not in and 
of itself justification for discontinuing 
service. Such officials have no jurisdiction 
over the relationship between a telephone 
company and its subscribers. The New 
York court, in the Shillitani Case, further 
held that the company may not refuse 
service because of mere suspicion that the 
service may be used for unlawful pur- 
poses. An analysis of the facts in the case 
at hand indicated that the company’s posi- 
tion was weaker than in the New York 
case. 


Alleged Unlawful Activity 


The record indicated only that an 
“order” had been received to discontinue 
service. The company felt that such order 
“clothed it with immunity.” A note re- 
ceived from the police described the hus- 
band of the subscriber as “the operator of 
a negro beer joint” and stated that a num- 
ber of lottery cases were pending against 
him. 

The court said that, regardless of 
whether the first activity is laudable, it 


certainly is not criminal or even illegal. 
The action of the police in classifying the 
subscriber’s husband as a criminal because 
of the pendency of the criminal cases 
against him aroused the ire of the court. 
The court made a stirring plea for adher- 
ence to the presumption of innocence in 
these words : : 


The present tendency and drift to- 
wards the police state gives all free 
Americans pause. The unconstitutional 
and extra-judicial enlargement of coer- 
cive governmental power is a frigten- 
ing and cancerous growth on our body 
politic. Once we assumed as axiomatic 
that a citizen was presumed innocent 
until proved guilty. The tendency of 
governments to shift the burden of 
proof to citizens to prove their inno- 
cence is indefensible and intolerable. 


Dissenting Opinion 


In a strong dissent in which two other 
justices concurred, Justice Goodwyn took 
note of the line of reasoning followed by 
the majority but preferred to follow the 
line of another large number of cases hold- 
ing that a utility is justified in discontinu- 
ing service when a responsible law en- 
forcement official notifies it that a service 
is being used for unlawful purposes and 
requests its discontinuance. Such a rule 
was described as “reasonable and practi- 
cable.” 


Due Process of Law 


Subsequently, on a rehearing applica- 
tion, the court discussed the constitutional 
question involved when a telephone com- 
pany discontinues service upon giving 
notice in a letter of the type previously 
quoted. The court overruled the argu- 
ment that “due process of law” affords 
protection only in criminal cases and found 
that the taking of subscriber’s telephone 
without a hearing denied her due process. 
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The basic rights of the Constitution, the ever strengthening executive branch of the 
court concluded, can neither be disregard- government.” Pike v. Southern Bell 
ed nor “eroded away by the winds of an Teleph. & Teleg. Co. 81 S2d 254. 


& 


No Temporary Injunction against Rate Ordinance 
When Even Small Return Earned 


Texas appellate court held that a tory. The undisputed record shows that 
trial court did not abuse its discretion there was a small net rate and if there is 
in denying a temporary injunction pending a net rate, the rate would not be confisca- 
action by a telephone company to enjoin tory.” 
enforcement of a rate ordinance. The rec- 
ord indicated that there would be a small Presumption as to Reasonableness 


net return under the ordinance. The court 
held “since this record shows a small net 
rate under the rate sought to be changed, 
that it was not shown to be confiscatory, 


Telephone rates fixed by a municipality 
are presumed to be correct. The court said 
that if the claimed invalidity rests upon 
and that a temporary injunction would disputed questions of fact, invalidity must 
not lie pending the bunt hearing.” be shown to the court’s satisfaction. It 

sided ialiaianeaet tteab ‘tiie ee ‘ie held that what would be a reasonable re- 
, — ont turn on the company’s investment should 
junction merely preserves the status quo ° nathan & 
until final hearing and should go no fur- essen rameapiee 2 ao a i 
ther than equity requires. The court said a temporary injunction pending action to 
aia bia ieieh’ Shen purpose of a temporary enjoin enforcement of the rate ordinance. 
injunction to obtain the relief properly ob- Furthermore, it pointed out, there was no 

showing that the purported rate increase 


tainable on a final hearing. Commenting , 
upon the reasonableness of rates, the court which the company sought would not have 
produced more than the 8 per cent return 


said: “A rate may be unreasonable and 
may not yield a fair return upon the permitted under the law. General Teleph. 


fair value of the property or investment Co. of the Southwest v. City of Welling- 
and yet at the same time not be confisca- ton et al. 279 SW2d 922. 


e 


Stockholders Must Exhaust Administrative Remedies 
Before Seeking Injunction 
A FEDERAL district court held that tion involved was whether Alleghany had 
minority stockholders were not en- control of the New York Central System 


titled to enjoin the Alleghany Corporation, and, consequently, was subject to the juris- 


whose management claimed control of the diction of the Interstate Commerce Com- 
New York Central Railroad System, from mission. 

conducting certain proceedings before the The court held that the question should 
Interstate Commerce Commission and to first be determined by the Interstate Com- 
prevent the issuance and exchange of cer- merce Commission and the courts review- 
tain securities unless they had exhausted ing its proceedings. It was considered a 
their administrative remedies. The ques- matter within the commission’s particular 
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expertness. The stockholders had been 
denied the right to intervene in commis- 
sion proceedings involving a merger of 
two components of the New York Central 
System. In that proceeding, however, the 
stockholders claimed no special interest in 
the merits. They desired only to raise the 
issue of jurisdiction. This, the court said, 
does not necessarily foreclose intervention 
where their interest is obviously sub- 
stantial. The interests of minority stock- 
holders in proceedings under §§ 5 and 20 
of the Interstate Commerce Act must be 
considered and protected by the commis- 
sion, it was said. 

Finally, the court observed, an adequate 
legal remedy is available to the stockhold- 
ers in the form of judicial review when the 
commission proceedings are finally ter- 
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minated. When interests of minority 
stockholders, as distinguished from those 
of the corporation, are affected by a com- 
mission order, they have standing to re- 
view the order. This remedy is available 
even though they fail to intervene or were 
denied intervention in the proceedings. 

Lack of status as interveners does not 
preclude standing to review where the 
court is satisfied that the parties have a 
protectible legal interest. Furthermore, 
their right to challenge the commission’s 
jurisdiction cannot be estopped by manage- 
ment’s acquiescence to unauthorized regu- 
lation. The stockholders must, however, 
exhaust their administrative remedies. In 
view of this the court held their applica- 
tion to be premature. Breswick & Co. et al. 
v. Briggs et al. 130 F Supp 953. 


Rehearing Denied on Nonsuspension of Rate 
Increases under Natural Gas Act 


HE commissions of Virginia, Mary- 

land, West Virginia, and the District 
of Columbia applied to the Federal Power 
Commission for a rehearing respecting its 
order denying their joint petition for the 
suspension of certain rate schedules filed 
by independent natural gas producers. The 
schedules had already become effective un- 
der the provisions of the Natural Gas Act. 
Finding that no new evidence was pre- 
sented in support of a rehearing, and no 
new principles of law having been brought 
to light, the commission denied the re- 
hearing. 


Suspension Power Discretionary 


The petitioners urged that the failure 
of the FPC to suspend the rate schedules 
when filed constituted an abuse of discre- 
tion. The FPC disagreed. It observed 


that § 4(e) of the act confers a clearly 
discretionary authority upon the federal 





commission to suspend proposed rates, 
and if the suspending power is not exer- 
cised in a particular case, such action does 
not become suspect merely because it is 
challenged. The burden, therefore, fell 
upon the petitioners to show wherein the 
discretionary authority was abused. This 
they wholly failed to do. 


The Notice Provision 


The petitioners further argued that they 
were deprived of an opportunity to file 
a complaint against the proposed increases 
by reason of the fact that they were not 
given the thirty days’ notice which, they 
asserted, is “contemplated” by § 4(e). 
The FPC pointed out that although the 
act requires notice, notice is to be given 
not by the commission, but by the inde- 
pendent natural gas producer by “filing 
with the commission” and “keeping open 
for public inspection” the new schedules. 


SEPTEMBER 15, 1955 











PUBLIC UTILITIES FORTNIGHTLY 


Moreover, under the last sentence of this 
section the commission may permit rate 
changes to go into effect without any 
notice to the public, if circumstances war- 
rant. In the event such notice is thus 
waived, the “right” to file a complaint, 
claimed by the petitioners under this sec- 
tion, must yield. 


Remedies Confused 


These considerations, said the FPC, 
made it plain that the petitioners had mis- 
taken their remedy. They confused the 
“limited and transitory rights” under § 
4(e), to be heard in opposition to pro- 
posed rate increases, with the rights con- 
ferred by § 5(a). Once the increases have 
become effective, as was the case here, 
they cannot then be suspended or their 


= 


reasonableness challenged except as pro- 
vided in § 5 of the act, which requires 
a hearing and appropriate findings. Re 
Virginia State Corp. Commission et al. 
Docket No. G-8558, June 16, 1955. 
Similar action was taken with respect 
to a petition by the commissions of 
Massachusetts, Connecticut, New Hamp- 
shire, and Rhode Island. The commission 
also considered a complaint that Tennes- 
see Gas Transmission Company had indi- 
cated it would notify parties of proposed 
filings by independent producers supply- 
ing Tennessee. The commission said that 
this did not impose upon the commission 
duties respecting notice additional to 
those required by the Natural Gas Act. 
Re Virginia State Corp. Commission et 
al. Docket No. G-8558, June 23, 1955. 


Spur Track Crossing Required at Separate Grades 


| thee Virginia supreme court has af- 
firmed a decision of the commission 
requiring a railroad company to construct 
a spur track crossing of a highway at 
separate grades, if any crossing were con- 
structed at all. The railroad insisted upon 
crossing the highway at grade and con- 
tended that the commission’s decision was 
unreasonable and without supporting evi- 
dence. 


The Evidence 


The policy of the state, as explicitly ex- 
pressed by statute, requires separate level 
crossings rather than grade crossings 
whenever practicable. The highway 
sought to be crossed is the principal con- 
necting road between Richmond and 
Hopewell, and affords a connecting link 
between Richmond and the Norfolk area. 
Traffic over this highway has increased 
rapidly during recent years and a further 
increase is anticipated because of indus- 


SEPTEMBER 15, 1955 


trial development in the area. The site 
of the proposed crossing is subject to fre- 
quent fogs. Other circumstances likely to 
delay traffic at a grade crossing of this 
highway were shown. From these facts 
the commission said it was clear that a 
grade crossing would render the highway 
“less safe and convenient” for motor 
vehicle traffic. 


Cost Not Unreasonable 


The cost of constructing an underpass 
was estimated to be $68,000 as against 
about $6,500 to construct a grade cross- 
ing. The commission was of the opinion 
that the difference between the two fig- 
ures was not unreasonable. Furthermore, 
the railroad offered no evidence that the 
cost of an underpass would be out of pro- 
portion to the revenues it might anticipate 
from the operation of the spur track. 

Upon the whole record, the court de- 
cided there was ample evidence to sus- 
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tain the order requiring the crossing at v. Board of Supervisors of Chesterfield 
separate grades. Seabord Air Line R. Co. County et al. 87 SE2d 799. 


€ 
Sale of Telephone Exchanges Approved 
o ten Oklahoma Arkansas Telephone the purchase price be set up in a plant 


Company applied to the Oklahoma acquisition account by the buyer and not 
commission for authority to sell certain be included in the capital account. 
exchanges to the Holt Telephone Com- The additional revenues sought were 
pany. Permission was also sought to in- authorized. A return of 6.2 per cent would 
crease rates. result from the increase, which the com- 

The commission noted that the ex- mission felt was adequate. The order con- 
changes were badly run down and in need tained the proviso that two of the ex- 
of capital expenditures and improvements. changes would be converted to dial opera- 
The standard of service was below par. tions within eighteen months. If the dial 
The buyer intended to make improvements conversion were not completed within that 
in plant equipment and service and was period, the rates at the two exchanges 
capable of owning and operating the prop- would revert back to those being presently 
erties. charged. Re Oklahoma Arkansas Teleph. 

The sale was approved and the com- Co. Cause No. 20930, Order No. 30599, 
mission required that a certain portion of July 26, 1955. 


= 


Rate Agreement Attached to Street Use 
Authority May Be Withdrawn 


ies supreme judicial court of Massa- The statute which gave city officials 
chusetts permitted a telephone com- authority over the erection and main- 
pany to withdraw discount rates at which tenance of utility lines on city streets did 
the company had contracted to serve a not confer any rate-making authority. The 
municipality. The mayor and aldermen of agreement which the city exacted from the 
Brockton, Massachusetts, had approved the company in exchange for its authorizing 
company’s extension of its lines and con- the use of city streets for the extension of 
duits only after the company had con- telephone conduits was void, the court 
tracted to provide reduced-rate service. held, and could be withdrawn. New Eng- 


The lower court had found the rate valid land Teleph. & Teleg. Co. v. City of 
and proper but the higher court disagreed. Brockton, 127 NE2d 301. 


e 


Authority to Issue Securities to Purchase “Potential Values” 
In Carrier Partnership Denied 


Bes California commission authorized way common carrier. From the point of 
the transfer of a one-half interest in view of the public interest, the commission 
a motor common carrier partnership to a found no objection to the entrance of the 
corporation similarly operating as a high- corporation into the operation of the part- 
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nership business, but the financing of the 
transaction presented a difficulty. 


Proposed and Authorized Financing 


The purchase price of the one-half in- 
terest was agreed upon for the sum of 
$12,500, of which $2,500 was to be paid 
from funds on hand, $1,500 from the sale 
of the corporation’s stock, and a 3-year 
note was to be given for the remaining 
$8,500. The commission was then asked to 
authorize the issuance of securities having 
a total face value of $10,000 in part pay- 
ment for assets, exclusive of the partner- 
ship’s good-will account, having a maxi- 
mum book value of only about $3,000. 

The difference between these two figures 
represented a proposed capitalization of 
potential earning power. But this item, the 
commission ruled, does not form a proper 
base upon which a utility can be authorized 


Telephone Exchange Area 


L iihews North Carolina commission was 
asked by a small rural community of 
subscribers to compel a telephone company 
to serve them through the Reidsville ex- 
change rather than through the established 
facilities for the Monticello exchange 
area where the petitioners lived. Citing the 
paramount needs of the majority of tele- 
phone users in the whole area, the com- 
mission denied the petition. 


The Evidence 


The petitioners lived on the boundary 
line between the Monticello and the Reids- 
ville exchange areas, and the telephone 
lines to Reidsville stood only 300 yards 
from the petitioners’ community. They 
alleged that nearly all their economic and 
social ties were with Reidsville, and as the 
exchange arrangement then existed, they 
were charged toll fees for calls to that city. 

The company showed that the Monti- 
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Boundary Strictly Maintained 
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to issue securities. Therefore a proposed 
long-term note representing this potential 
value was not authorized. 

The corporation was, however, granted 
authority to issue stock for the assets 
transferred. The purchaser could, in its 
discretion, use available cash and incur 
current liabilities to pay the agreed sum 
without obtaining authority from the com- 
mission. 


Operative Rights in Rate Fixing 


The commission warned the applicants 
that operative rights, as such, do not con- 
stitute a class of property which may be 
capitalized or used as an element of value 
in rate fixing except to the extent of pay- 
ments to the state for the grant of such 
rights. Tunszi et al. (Salinas Valley Freight 
Line) Decision No. 51183, Application No. 
35678, March 8, 1955. 


cello exchange, serving this small group 
of petitioners, had been established in con- 
formity with the wishes and needs of the 
majorty of the people in the area, and that 
the engineering requirements of the exist- 
ing facilities did not readily permit of the 
requested rearrangement. Evidence fur- 
ther indicated that only a minute percent- 
age of the calls made in the Monticello 
area were being placed to Reidsville. 


Certainty of Boundary Necessary 


The commission declared that once an 
exchange area has been established after 
duly consulting the wishes of the majority 
of the people concerned and the engineer- 
ing requirements involved, it then becomes 
essential to adhere strictly to such bound- 
aries. 

If the policy were otherwise, the opin- 
ion stated, there would soon be such 
a duplication of facilities and conglomer- 














ation of intermingled service that all order 
and system in the establishment of 
exchanges and exchange areas would be 
destroyed, to the detriment of the public. 
The commission therefore ruled that the 
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special convenience of these few petitioners 
must yield to the overwhelming public 
necessity. Re Southern Bell Teleph. & 
Teleg. Co. Docket No. P-55, Sub 115, 
August 3, 1955. 





Other Recent Rulings 


Higher Rates to Nonresidents. The 
Georgia supreme court held that a city 
ordinance fixing higher water rates for 
nonresidents than for residents was not 
violative of the state or federal Constitu- 
tion, where the city charter authorized the 
city to own and operate its waterworks 
system and to supply water to residents 
and nonresidents. Messenheimer et al. v. 
Windt et al. 87 SE2d 402. 


Review of Commission Order. The 
Ohio supreme court would not substitute 
its judgment for that of the commission 
and hold that an order in a hotly con- 
tested controversy filled with sharply con- 
flicting evidence was unreasonable or un- 
lawful as long as there was some evidence 
to sustain the commission’s findings. Ohio 
Steel Foundry Co. v. Ohio Pub. Utilities 
Commission, 164 Ohio St 9. 


Buffer Zone Established. The Okla- 
homa commission held that a neutral or 
buffer zone should be established within 
an area disputed by two telephone compa- 
nies wherein all the present subscribers 
would be permitted to retain the service 
they had chosen and new subscribers ob- 
tain the service of their choice. Foss 
Teleph. Co. v. Farmers Teleph. Co. Cause 
No. 20946, Order No. 30535, July 14, 
1955. 


Magneto Service Discontinued. A tele- 
phone company proposing to convert to 
dial operation should not be required, ac- 





cording to the Oklahoma commission, to 
maintain manually operated magneto serv- 
ice solely for the benefit of rural subscrib- 
ers, where such subscribers could improve 
their facilities to conform with the appli- 
cant’s improved plant and thus obtain 
modern automatic service at a small initial 
cost and a nominal monthly charge. Re 
Robertson (Hydro Teleph. Co.) Cause 
No. 20989, Order No. 30593, July 22, 
1955. 


Crossing Cost Apportionment. The 
Wisconsin commission refused to compel 
a railroad to bear the entire cost of recon- 
structing a bridge separating a highway 
crossing from the rail bed, where there 
was no evidence that the highway had ever 
been formally dedicated to the public use 
or had been in existence for a sufficient 
time prior to the laying of the tracks as 
to result in prescriptive rights. City of Eau 
Claire v. Chicago, St. P. M. & O. R. Co. 
2-R-2824, July 18, 1955. 


Telephone Company Sale. The Mis- 
souri commission, after pointing out that 
its approval was required for a sale by a 
telephone company of its plant, franchise, 
and system, approved such a sale where 
all the available information indicated that 
the transfer would not be inconsistent 
with the public interest. Re Eppard (Good- 
man Teleph. Co.) Case No. 13150, June 
of, 1935. 


Economic Interest. The fact that an In- 
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terstate Commerce Commission order ad- 
versely affects a carrier’s economic inter- 
est, held the United States district court, 
is not a ground for denying the validity 
of the order. Seaboard Air Line R. Co. v. 
United States, 131 F Supp 129. 


Immaterial Rate Change. The Wiscon- 
sin commission does not consider it neces- 
sary to determine a rate base and a rate 
of return when a utility desires to change 
its rates in such a way as will not ma- 
terially affect its earnings. Re Wisconsin 
Power & Light Co. 2-U-4417, July 25, 
1955. 


Effect of Prior Revocation. The Mis- 
souri commission treated an application 
for a common carrier certificate, made by 
an applicant whose previous certificate 
covering the same service had been re- 
voked, as if the previous certificate had 
never been issued, and public convenience 
and necessity was determined from condi- 
tions existing at the time of the hearing. 
Re Smith, Case No. T-12106, July 26, 
1955. 


Track Abandonment. The fact that a 
railroad failed to comply with a statute 
prescribing the only method open to the 
railroad for abandonment of tracks, held 
the Texas court of civil appeals, did not 
preclude the railroad from bringing an 
action for a declaratory judgment to de- 
termine its right to remove the tracks, 
where the statute setting forth the meth- 
od of abandonment was applicable only to 
connecting links between separate locali- 
ties and not to mere service or auxiliary 
tracks. U. S. Coffee & Tea Co. v. Texas 
& P. R. Co. 280 SW2d 290. 


Motor Carrier Rights. The Mississippi 
supreme court held that no pick-up or de- 
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livery rights on a highway already served 
by a protesting motor carrier should have 
been granted to an applicant, except as to 
freight originating in or destined to the 
area covered by the permit granted him 
to serve another highway. Garrett (Gar- 
rett Truck Line) v. Delta Motor Line, 81 
So2d 245. 


Commutation Fares Increased. The 
Pennsylvania commission authorized cer- 
tain railroads to increase commutation 
fares where the increase was reasonable 
and nondiscriminatory and would not pro- 
duce an excessive rate of return. Pennsyl- 
vania Pub. Utility Commission v. Balti- 
more & O. R. Co. Complaint Docket Nos. 
16376-16379, 16382, June 27, 1955. 


Water Company Return. The Wiscon- 
sin commission considered a return of ap- 
proximately 5 per cent fair and reasonable 
for a water company. Re Cudahy Water 
Works Co. 2-U-4381, July 25, 1955. 


Investment Rate Base. The Wisconsin 
commission was of the opinion that a rate 
base computed from average investment 
in plant, less depreciation reserve, plus ma- 
terials and supplies, was fair and reason- 
able for a telephone company. Re Mon- 
dovi Teleph. Co. 2-U-4415, July 25, 1955. 


Crossing Relocation. A railroad should 
not be required to bear the full cost of cat- 
tle guards, crossing planks, reflectorized 
crossing signs, and changes in facilities, 
held the Missouri commission, where a 
relocation of a crossing is made necessary, 
not from any peculiarity with respect to 
the location of the rail line, but from the 
terrain over which the present road is lo- 
cated. Missouri State Highway Commis- 
sion v. Thompson (Trustee) Missouri P. 
R. Co. Case No. 12996, July 14, 1955. 
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Success is contagious 


With success comes satisfaction. Satisfaction leads to more of the same. 
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That’s why this example of satisfaction with Delta-Star equipment has a specific mean- 
ing for you. That applies particularly if you are not now using Delta-Star’s services 
and equipment. 


Four Delta-Star bus runs carry peak load 


At Public Service of Indiana’s Wabash River generating station, four main generator 
bus runs recently carried an all-time peak load of 400,000 kw. All four are Delta-Star 
isolated phase bus runs. 


Fifth to carry additional 125,000 kw 


Expanding again, Public Service of Indiana recently ordered a fifth Delta-Star bus 
run. This is typical of customer satisfaction with Delta-Star equipment —satisfaction 
originating from users’ success with Delta-Star’s high quality products, engineering 
assistance and service. 


This kind of satisfaction may readily be yours. Just call on Delta-Star. Start by writ- 
ing for Bulletin 5006-B. 


For the best in high voltage electrical equipment, specify DELTA-STAR 


DELTA-STAR ELECTRIC DIVISI 
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Public Service of Indiana’s Wabash River generating sta- 
tion where four DELTA-STAR bus runs are now in operation. 
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delivers a modern miracle - 
24 Hours-A-Day! - 


FOR CHEAPER © 
DRYING 
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© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Cc y, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 


P 


stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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Industrial Progress 


Puget Sound Power & Light 
Plans $79 Million Expansion 


PUGET Sound Power & Light Com- 
pany reports that construction ex- 
penditures previously estimated at 
around $7 million for 1955 are now 
placed at about $9 million due to an 
increased volume of new business and 
the inclusion this year of about $750,- 
000 of the cost of the company’s new 
buildings. It is estimated that the 
1955-59 program will cost $79,000,- 
000 


Total kilowatt-hour sales in the first 
six months of 1955 were 12.7 per 
cent over the same period of 1954, 
according to Frank McLaughlin, 
president, and the average use of all 
residential customers reached a new 
all-time high of 6,189 kilowatt-hours 
for the year ending June 30, 1955. 


Commonwealth Edison Sets 
New Peak Demand Record 


COMMONWEALTH Edison 
tem set an all-time record on August 
18th when demand for electricity in 
the Chicago and northern Illinois area 
reached a new peak. 

Willis Gale, Edison chairman, said 
preliminary figures indicate the de- 
mand during the early afternoon of 
that day exceeded the 3,300,000 kilo- 
watt mark for the first time in the 
company’s history. The previous peak 
was 3,284,000 kilowatts established on 
December 22, 1954. 

Heavy demand for air conditioning 
due to the hot weather, plus a high 
rate of use for industrial, commercial 
and residential purposes were respon- 
sible for the record, Mr. Gale said. 

With the system’s 3,742,000 kilo- 
watts capacity reduced by nearly 600,- 
000 kilowatts because of units out of 
service for overhaul, repairs and other 
limitations, Edison found it necessary 
to buy power from neighboring util- 
ity systems to meet the demand dur- 
ing the peak hours. 
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Industrial “Whodunit" Issued 
By Hall Laboratories 


“FACT-Finding Laboratories,” the 
last in a series of 16 water treatment 
folders issued by Hall Laboratories, 
Inc., Pittsburgh, Pa., summarizes the 
work of the industrial water consult- 
ant, comparing him with a detective. 

Field engineers are backed by ex- 
tensive and elaborate equipment in 
“Scotland Yard’’-type laboratories, 
which aid in the solution of all types 
of water problems, the new literature 
points out. 

Devices used include X-ray ap- 
paratus with a direct recording Geiger 
counter diffraction unit, spectropho- 


tometers, flame photometers, and 
metallographic microscope. 
Examples of “water detective” 


work handled by Hall bear these 
titles: “A Strange Case of Sulfide,” 
“The Hard Sludge Mystery,” and 
“The Singular Strontium Affair.” 

New literature is available free of 
charge from Hall Laboratories, Inc., 
323 Fourth Ave., Pittsburgh, Pa. 


Neptune Acquires 
Gas Meter Firm 


NEPTUNE Meter Co., manufacturer 
of liquid meters for use by municipali- 
ties and industries, has expanded its 
operations to include a line of gas 
meters for municipal and _ privately 
operated gas utilities. 

D. E. Broggi, president of Neptune 
reported the acquisition of Superior 
Gas Meter Co., of Brooklyn by Nep- 
tune last month. 

Superior Meter Company manufac- 
tures gas meters for residential, com- 
mercial and industrial use. It was 
founded in 1912. 

Wentworth Smith, vice president of 
Neptune, has become president of Su- 
perior with Gabriel Powers as vice 
president and general manager. The 
gas meter firm will continue as an in- 


dependent wholly-owned subsidiary 
of Neptune. 

Mr. Smith said affiliation with Nep- 
tune will permit expansion of Su- 
perior’s gas meter line and broaden- 
ing of its market area and service to 
gas utilities. 


New Lighting Promotion Awards 
Announced by EEI 


LIGHTING Promotion Awards for 
electric utility lighting sales promotion 
activities have been announced as an 
addition to the Awards presented an- 
nually at the Edison Electric Institute 
Sales Conference. 

The Awards are an outgrowth of 
the Planned Lighting Awards which 
were discontinued this year. They are 
to be administered by the Prize 
Awards Committee of the Institute 
and are sponsored by the Lamp Di- 
visions of the General Electric Com- 
pany, Sylvania Electric Products, Inc. 
and the Westinghouse Electric Cor- 
poration. 

Purpose of these new awards is to 
recognize outstanding lighting sales 
promotional activities in the follow- 
ing divisions: the Residential Light- 
ing Division and the Commercial-In- 
dustrial Lighting Division. The win- 
ning company in each of the two divi- 
sions will receive an attractive bronze 
plaque. 

(Continued on page 28) 








ENGINEER — CONSULTANT 


Excellent opportunity for man of 
technical training and broad ex- 
perience in electric power pub- 
lic utility field, including thor- 
ough experience in steam electric 
plant design and _ operations. 
State age, education, experience 
and general qualifications. Small 
recent photograph desirable. Re- 
plies considered confidential. 


MIDDLE WEST SERVICE CO. 


20 N. WACKER DRIVE 
CHICAGO 6, ILL. 





















The "BABY DIGGER’... 


small enough for the tightest quarters 
...husky enough for the toughest jobs 


WISCONSIN SOUTHERN GAS CO. capitalizes on their Cleveland 
“Baby Digger’s” compactness and maneuverability on this extension 
job in Lake Geneva, Wisconsin. Cleveland’s quick-shift reversible 
conveyor made it easy to get around trees, poles and water hydrants 
and keep trenching operations right on schedule in spite of limited 
working space. 


Year after year after year, Clevelands are the first choice on utility 
company jobs like this because Cleveland-pioneered features are 
needed to economically satisfy the varied job requirements called 
for in gas distribution work. 





Recognized as supreme in its field for excellence of design, 
materials and construction, the Cleveland “Baby Digger's” out- 
standing record of long-lived dependability and economical 
performance is attributable primarily to Cleveland’s unswerv- 


ing allegiance to this basic characteristic .. . Quablly 
% ai 


Your local distributor will show you how Clevelands do more—for less 


THE CLEVELAND TRENCHER COMPANY © 20100 St. Clair Ave., Cleveland 17, Ohio 


CLEVELAND 


























INDUSTRIAL PROGRESS 
( Continued ) 


A company may submit entries both 
in the Residential Division and the 
Commercial-Industrial Division. En- 
tries in the Commercial-Industrial Dj- 
vision may cover commercial lighting 
activities or industrial lighting actiy;- 
ties or a combination of both. 

All operating electric light and pow- 
er companies whether or not members 
of Edison Electric Institute, in the 
United States, its possessions and 
Canada, are eligible to enter. 

Activities conducted during the 
twelve month period ending Decem- 
ber 31, 1955 are eligible for inclusion 
in the entry. 

Factors which will be considered by 
the judges are: organization and 
methods, advertising and promotional 
activity, cooperative activities with al- 
lied industry, either direct or through 
electric leagues and associations, and 
results. 

Further information can be secured 
from the Secretary, Prize Awards 
Committee, Edison Electric Institute, 
420 Lexington Avenue, New York 
7, N.Y. 


Delta-Star Electric Division 
Appoints Works Manager 


THE appointment of Frank Soles as 
works manager, in charge of all plant 
operations at Delta-Star Electric Di- 
vision, H. K. Porter Company, Inc. 
has been announced by Delta-Star’s 
vice president and general manager, 
C. S. Beattie. 

Other divisions of the H. K. Porter 
Company, Inc., are Alloy Metal Wire, 
Connors Steel, Eseco, Laclede-Chris- 


ty, Leschen Wire Rope, The McLain 


Fire Brick Co., Quaker Pioneer Rub- 
ber Mills, Quaker Rubber Corpora- 
tion, Riverside Metal Company, Vul- 
can Crucible Steel Co., The Watson- 
Stillman Company and Watson-Still- 
man Fittings. 


Home Lighting Fact Sheet 
Published by Lighting Institute 


A 10,000-word ‘‘Writer’s Fact Sheet 
on Home Fixture Lighting” has been 
published by the American Home 
Lighting Institute, presenting a sim- 
ple-worded digest of technical and 
decorative information on home fix- 
ture lighting. 

Originally intended as a guide for 
writers and editors, the fact sheet is 
also being used for speakers’ outlines. 
as a home economist teaching aid, and 
for sales training purposes by util 
ties, manufacturers, and others. 

Copies can be obtained from the 


(Continued on page 29) 
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INDUSTRIAL PROGRESS 
(Continued ) 


American Home Lighting Institute, 
542 S. Dearborn St., Chicago 5, IIl., 
at 50 cents per copy for quantities un- 
der 10, 25 cents each for more than 
10 copies. 


Divco Corp. Introduces 
"Dividend Series" Trucks 


DIVCO Corporation, said to be the 
world’s largest manufacturer of com- 
plete house-to-house delivery route 
vehicles, recently announced that it 
has begun the manufacture of a new 
“Dividend Series” truck. Pilot model 
of this complete line of larger, newly- 
engineered trucks was unveiled re- 
cently at a press conference at the 
Diveo plant, 22000 Hoover Road, De- 
troit 5, Michigan. 

G. EF. Muma, president of Divco 
Corporation, stated that the announce- 
ment of this new store-to-store and 
multi-stop delivery vehicle marks a 
milestone in the company’s history as 
Divco will be entering an entirely new 
field of numerous new markets. 

“As far as we know,” said Roy H. 
Sjoberg, vice president in charge of 
sales for the company, “‘this is the first 
time that a complete truck with all 
these features has been designed spe- 
cifically for the multi-stop delivery of 
items other than milk. Since 1927 Div- 
co has built a reputation in the manu- 
facture of retail delivery trucks and 
I would estimate that nearly 75 per 
cent of all house-to-house milk trucks 
in the country are Divcos. Many 
smaller Divcos are currently in the 
bakery, laundry and dry cleaning 
fields.” The new truck is much larger 
and is engineered to meet all the re- 
quirements demanded for the store- 
to-store and door-to-door delivery op- 
eration including retail and wholesale 
delivery of electric appliances. 

Recent developments, prior to the 
unveiling of the new truck, include 
erection of several additional build- 
ings for increased manufacturing ca- 
jacity, setting up of new machinery 
and expansion of assembly line ,facili- 
ties. The company has also under- 
taken a policy of manufacturing more 
component parts of the trucks. In ad- 
dition, increased sales and advertising 
eforts have resulted in a nation-wide 
dealership expansion which has re- 
sulted in record-breaking sales for the 
arst half of the fiscal year. 

Among the advantages claimed for 
the new ‘“‘Dividend Series” are: Great- 
st cargo capacity for the minimum 
oecupancy of street or garage space: 
smoother riding vehicle ; Greater ma- 

(Continued on page 30) 





Service 


... to Meet the Demand 


America’s utility companies are constantly expanding 
to meet the increased demand placed upon their services by 


population growth and industrial expansion. 


Utility financing has grown to meet the demand, too. 
As supplied by Guaranty Trust Company, this sound 
financing—-so vital to the growth of the utility industry—is 


able to meet specific needs. 


Let the officers of our Public Utilities Division 


help you plan ahead. 


Guaranty Trust Company 
of New York 


140 Broadway, New York 15 


Fifth Ave. at 44th St. Madison Ave. at 60th St. 
New York 36 New York 21 


LONDON PARIS 
32 Lombard St., E. C. 3 4 Place de la Concorde 
Bush House. Aldwych, W. C. 2 


Capital Funds $395,000,000 


40 Rockefeller Plaza 
New York 20 


BRUSSELS 


27 Avenue des Arts 


Member Federal Deposit Insurance Corporation 








INDUSTRIAL PROGRESS—( Continued) 


neuverability ; Increased visibility and 
streamlined styling; Greater accessi- 
bility to engine and transmission for 
maintenance; Extra rugged chassis; 
Adaptability to an unusually wide 
range of optional features; Greatest 
possible freedom from corrosion ; and 
Improved roadability at all speeds. 


Ohio Edison Acquires 
New Plant Site 


APPROXIMATELY 400 acres of 
land along Lake Erie near Beaver 
Park have been acquired by Ohio Fdi- 
son Company for possible future de- 
velopment as a power plant site, the 
Company announced recently. 

Additional property of approxi- 
mately 550 acres extending about two 
miles south from the plant site has 
been acquired for right-of-way for 
possible future transmission lines. 

Ohio Edison is currently building 
an addition to its Edgewater power 
plant in Lorain, where a 90,000-kilo- 
watt steam-electric generating unit 
will be installed ready for use in 1957. 
Last month the Company announced 
that its subsidiary, Pennsylvania Pow- 
er Company, would build a 90,000- 
kilowatt addition to its power plant at 
New Castle, Pennsylvania, scheduled 
for operation in 1958. 


Wisconsin Electric Power Plans 


Fourth Unit at Oak Creek 


WISCONSIN Electric Power Com- 
pany reports that construction work 
on a third 120,000 kilowatt generating 
unit at the company’s Oak Creek pow- 
er plant is entering its final stages. It 
is expected that the new unit will be 
in service early in the coming winter. 

Approval of the Public Service 
Commission has been requested for 
the construction of a fourth unit at 
Oak Creek to be completed sometime 
during the winter months of 1957-58. 
Installation of this unit will complete 
the original plan announced in 1950 
which contemplated a capacity of 
500,000 kilowatts at Oak Creek with 
in the current decade. 


Rust Names Frank L. Wilhelm 
Assistant Vice President 


FRANK L. WILHELM has been 
elected assistant vice president of The 
Rust Engineering Company, it was 
announced recently. 

Mr. Wilhelm joined the Rust or- 
ganization in 1936 as a field office 
manager, and later served as super- 
intendent on a number of the com- 
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pany’s major construction projects. In 
1949 he was promoted to project man- 
ager. 

His most recent field assignment 
was procurement manager for the 
company’s large construction project 
at Oak Ridge, Tennessee. 

Mr. Wilhelm will make his head- 
quarters in The Rust Engineering 
Company’s home office in Pittsburgh 
where he will handle operational 
duties in connection with the com- 
pany’s activities. 


J. V. McGuire Named Manager 
A-C Switchgear Department 


J. V. McGUIRE, sales manager of 
Allis-Chalmers switchgear depart- 
ment since 1953, has been promoted 
to department manager, according to 
an announcement by J. W. McMullen. 
vice president and general manager of 
the firm’s power equipment division. 

McGuire joined Allis-Chalmers in 
1950. He was associated with the com- 
pany’s transformer, motor-generator 
and switchgear departments before 
becoming manager of the substation 
section in 1952. 


Combustion Engineering 
Personnel Changes 


DONALD S. WALKER, vice presi- 
dent and director of sales of Combus- 
tion Engineering, Inc., has announced 
the following promotions: 

Carmine J. Grossi from assistant 
general sales manager to manager of 
the export division. 

Frank J. Bader formerly district 
manager at San Francisco to assistant 
general sales manager in New York. 

Herman C. Reichard from the Kan- 
sas City sales office to district manager 
in San Francisco. 


Gen. Tel. of S. W. Increases 
Construction Program 

A MID-YEAR review of the 1955 
construction program indicates that 
General Telephone Company of the 
Southwest will spend the largest 
amount of money for construction in 
any one year in the company’s history. 
Over $8,500,000 will be required to 
complete the work planned this year 
which is an increase of more than 
$550,000 over the original budget. 

Gross expenditures for the 1955 re- 
vised construction program have been 
allocated in the following manner ; 2 
per cent to land and buildings, 25 per 
cent to central office equipment, 37 
per cent to station equipment, 33 per 
cent to outside plant and 3 per cent 


to miscellaneous equipment, including 
furniture and fixtures, vehicles, and 
other work equipment. 

The expenditures vary among the 
several Divisions, depending upon the 
nature and necessity of their require- 
ments. Expenditures are allotted: 15 
per cent to Central Division, 22 per 
cent to Eastern Division, 9 per cent to 
Northern Division, 27 per cent to 
Southern Division and 27 per cent to 
Western Division. 


Good Results from CP&L 


Industrial Development Program 


FIFTEEN new and 29 expanded in- 
dustrial plants, representing new cap- 
ital investment of $14,613,000, picked 
sites in the area served by Carolina 
Power & Light Company during the 
first half of 1955. 

In reporting this D. E. Stewart of 
CP&L’s industrial development de- 
partment also said that the new and 
expanded plants will add 2,282 new 
jobs and increase annual payrolls by 
$5,804,500. These figures are ex- 
clusive of the Air Force’s reactiva- 
tion of the $22,600,000 Seymour- 
Johnson Field near Goldsboro. 

New industrial enterprises are well 
distributed over the area, Mr. Stew- 
art said, and smaller Carolina com- 
munities are well represented. A con- 
tinuing pattern of highy diversified, 
small local industry is noted. 








P.U.R. 
QUESTION SHEETS 


an educational opportunity 


With the least possible expenditure of 
time, effort and money, utility executives, 
lawyers, accountants, engineers and 
others interested in any phase of public 
utility regulation can keep well informed 
through these brief, four-page leaflets 


issued every two weeks. 


They consist of 10 questions and 10 
authoritative answers based on current 
decisions revealing court and commission 
views pro and con. Annual subscription 
$10. 


Send your order to 


Public Utilities Reports, Inc., 
Munsey Building, 
Washington 4, D. C. 
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is the key to adequate earnings 
e well 
Stew- 

com- 
A con- ; ; ; ; 
-sified, Analysis of factors influencing rate design 


Basic economic analyses affecting pricing policy 


Studies involving rate base, cost of money, rate of return 


Preparation and presentation of expert testimony in rate proceedings 





Cost of service analyses 


Continuing research and reports on economic, commercial 
and engineering developments affecting rates 

Rate audits 

‘y 
Write for our booklet describing our services. 

re of Address: Commonwealth Services Inc., Department E, 
tives, 20 Pine Street, New York 5, N. Y. 
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Nature’s Own Remedy 





for Longer Lasting 
Wood Products ....+ see 





ecoe evee For over 50 years, creosote has 
reigned supreme as the number one 
wood preservative. That's because 
: creosote, which is actually “dead oil of 





























that are highly coxic to fungi, borers 
and all natural enemies of wood. 
Creosote is not just a simple laboratory 
compound, but a highly complex 
substance formulized by “nature” 
millions of years ago. 

But effective as creosote may be, 
it still has to be applied properly for 
maximum results. And that’s where 
the American Creosoting Company 
enters the picture. 

The American Creosoting Company 
invented and introduced the first 
practical commercial method of 
creosote treament. That was over fifty 
years ago and they have been on 
the job ever since. Through continuous 
research and development, and the 
experience that comes only through 


you the best in treated wood products 
plus the service to go with it. 
Amcreco’s treatment plants are 
conveniently located for prompt 
domestic or export shipment. Write 
your nearby Amcreco sales office 
for estimates or quotations on your 
future supplies of treated poles, 
cross arms, conduit and other 
construction wood products. 








AMERICAN CREOSOTING COMPANY 





















INCORPORATED = 
Shreveport Creosoting Company @ 2 " Georgia Forest Products Company 
ne Company i Ava RE: Gulf States Creosoting Company 
‘ederal Creosoting Company i Georgia Creosoting Com: 
i H ¥ Pnoci g pany 
Indiana Creosoting Company \ Saeosoren oOo Kettle River Company 





LOUISVILLE 2, KENTUCKY 
12 FIELD SALES OFFICES TO SERVE YOU 





coal tar,” contains over 100 ingredient; 


years of service, Amcreco can guarantee 
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by cleaning your racks with a 
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dient Mechanical Rake 
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re” Keeping racks clean is essential wherever a few inches of 


head loss can reduce output of the wheels. 


for One company calculated the capitalized value of each inch 
of head gained at its plant as $6,000. Measured in terms of 










ny 
the value of additional power output, a Newport News 
npany rack rake installed at this plant is paying for itself 
over and over again the year ’round. 
_— Power-operated to clean trash racks at water intakes of 
nuous hydroelectric plants, steam plants, pumping stations, canals 
1e and similar installations, the Newport News Mechanical : 
oh ; Write for your copy of 
<a Rack Rake reduces a major hand-labor task to one of » “RACK RAKE,” an il- 
ucts minor periodic activity. \ lustcated! boolile® de- 
; \ scribing the opera- 
. pate ‘ \\ tion and advantages 
™ Under ordinary conditions, one man per shift can, \, elt Menpen Tee 
with a Newport News Mechanical Rack Rake, \ Mechanical Rack 
saad keep the racks clean for a dozen bays. \ a 
i venient coupon 
yur \ now. 
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e 
s Newport News Shipbuilding and Dry Dock Company 
Dept. PUF-9-15, Newport News, Virginia 


e 
EWPORT NEWS 2 072s of Roce Race” 


Name__ le __. Title. 


Shipbuilding and Company 


Dry Dock Company Address — 
Newport News, Virginia ee A 

















Twofold Benefits From The 


Analysts Journal 


7, 1ss timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 





Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Y our Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





THE ANALYSTS JOURNAL 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 


) Please enter my subscription for one year at the subscription rate of 
$5.00—United States; $5.50—Canada. 


(] Please send me your advertising brochure. 


Name 


Address . 






































PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American Aprpraisat Company 
ORIGINAL COST STUDIES e VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











% Standby 
% Augmentation 
* 100% Town Supply 


Design « Engineering ¢ Construction 


DRAKE & TOWNSEN D 11 WEST 42ND STREET NEW YORK 36,N. Y. 






















THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 


LOS ANGELES 22, CALIFORNIA 
Builders of steam generating and hydro-electric power plants 
New York « Chicago * Houston « San Francisco « Tulsa ¢ Philadelphia ¢ Toronto « Calgary « Denver 
Affiliates: SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 








(Professional Directory Continued on Next Page) 
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x Jord, Bacon & Davis 


D8 VALUATION En ine CONSTRUCTION 
REPORTS RATE CASES 


NEW YORK @ CHICAGO e@ LOS ANGELES 














GIBBS & HILL, Inc. 


CONSULTING ENGINEERS 
DESIGNERS «CONSTRUCTORS 
NEW YORK LOS ANGELES 

















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


® WASHINGTON © PHILADELPHIA @¢ NEW YORK 


G =) GILBERT ASSOCIATES, INC. 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Stud'es 
Traffic Surveys—Fare Analyses 


55 Liberty Stree: New York 5, N. Y. 














134 So. LaSalle Street Chicago 3, Illinois 


CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 














GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West Sth Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 
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HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








ee Kulfi pian loyovalion 


ENG IME ERS ° OnNSTRUCTTO Re 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21], PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


_ Usility Management Consultants Specializing in REGULATORY 
WATER COST ANALYSIS “PROBLEMS 


for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 

















N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 














CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET 22s BOSTON 10. MASS. 
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MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 









Organization * Corporate Practices * Accounting * Budgeting * Financing * Taxes * Stock Transfer * Appraisals * Valuations * Economic 
Analysis « Cost of Money Studies * Depreciation Studies * Engineering * System Planning * Industrial Engineering * New Business * Rates * Pricing 
Sales and Marketing * Safety © Insurance * Pensions « Employee Welfare * Public Relations ¢ Advertising * Personnel * Industrial Relations 


20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 








Pioneer Service & Engineering Co. 







( : SPECIALISTS IN 
si ACCOUNTING, FINANCING, RATES, 
ON /, INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 








231 SOUTH LA SALLE STREET 








SANDERSON & PORTER 


ENGINEERS & 
AND 


CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Usslities—Industrials 
Studies—Reports—Design—Supervision 


Chicage 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Publi ili 
REPORTS — VALUATIONS tinue cat Ponds 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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Abram/Aerial Survey 
Corporation 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies 


Indianapolis, Ind. 





910 Electric Building 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 


GAS AnD SERVICE CO. 
327 So. LaSalle St., Chicago 4, UL 








Peter F. Loftus 


CORP ORATW? Oe 


DESIGN AND CONSULTING ENGINEERS 
Electrical ¢ Mechanical ¢ $ 1 
Civil * Thermodynamic * Architectural 


FIRST NATIONAL BANK BLDG., PITTSBURGH 22, PA 











LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE ST., CHICAGO 














LUTZ & MAY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 


PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 











MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











FRANCIS S. HABERLY 
CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 





A. S. SCHULMAN ELEctTrRic Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 

















JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














Mention the FortNIGHTLY—It identifies your inquiry 








SEPTEMBER 15, 1955—PUBLIC UTILITIES FORTNIGHTLY 


39 



























































INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready sce 
ence. Their products and services cover a wide range of utility needs. 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


: wl iL, Hil ; \ x 


Robertson 


Q-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. * PITTSBURGH 22, PA. 
Offices in Principal Cities 
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Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 























Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 


Please send a free copy of your Q-Panel Catalog. 


NAME 
FIRM 


ADDRESS 
PUFI 
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START-UP OF TURBINE-GENERATOR, to produce America’s first commercially distributed atomic 
electricity, is hailed to all Americans by G-E President Ralph J. Cordiner. Right, AEC Chairman Lewis 


L. Strauss throws switch, sending atomic-electric power over Niagara Mohawk power lines. 


pil Wy 


World’s first commercially distributed atomic-electric power 


Gives public first glimpse of atomic future 





ATOMS FOR PEACE conference, Aug. 
8-20, found General Electric scientists 
ready to pool their knowledge in Atomic 
energy. At Geneva, G-E model of the Com- 
monwealth Edison dual-cycle power plant 
showed the world how far American business 
firms have progressed in atomic energy. 


The American people got a preview 
of what is to come in electric 
utility operations when, for the 
first time, commercially available 
atomic-electric power was gener- 
ated by General Electric and re- 
leased by the Atomic Energy Com- 
mission over the lines of the Ni- 
agara Mohawk Power; Corporation 
on July 18, at West Milton, N. Y. 
In co-operation with the A.E.C., 
G.E. is operating the 10,000-kw 
station at its own expense. Steam 
is supplied by the A.E.C.’s Sub- 
marine Intermediate Reactor pro- 
totype, constructed by G.E. for the 
Navy’s Submarine Seawolf. 


PUBLIC SEES PROGRESS 
West Milton offers a graphic dem- 
onstration to the public that tre- 
mendous progress already has been 
made in harnessing the atom for 


peacetime employment. It also 
spotlights the significant role pri- 
vate industry can play in atomic 
development. 

At G.E., over 13,000 are now 
actively engaged in projects for 
military and peacetime atom prog- 
ress. Work is under way to help 
Commonwealth Edison fulfill plans 
for a 180,000-kw atomic-powered 
generating station, largest  all- 
nuclear plant yet scheduled. It is 
in such work by companies ready 
to risk major investments that 
America’s leadership in atomic 
progress can be sustained. For 
more information, contact your 
nearest G-E Apparatus Sales 
Office. General Electric Company, 
Schenectady 5, N. Y. 301-292A 

MORE POWER TO AMERICA 


GENERAL @@ ELECTRIC 
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